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THE AMERICAN EAGLE GOLD COIN ACT OF 1982 



TUESDAY, SEPTEMBER 28, 1982 

House or Representatives, 
Subcommittee on Consumer Ajfairs and Coinage, 
Committee on Banking, Finance and Urban Affairs, 

Washington, D.C 

The Bubcommittee met, pursuant to notice, at 10:05 a.m. in room 
2220 of the Raybum House Office BuUding; Hon. Fnmk Annunzio 
(chairman of the subcommittee) presiding. 

Present: Representatives Annunzio, St Germain, Gonzalez, 
Patman, Hoyer, Paul, Evans, Wyhe, and Carman. 

Chairman Annunzio. The meeting of the subcommittee will 
come to order. 

Ordinarily I do not begin my hearings unless a Republican is 
present, but a member of Congressmem Ron Paul's staff has in- 
formed me that Mr. Paul will be delayed a few more minutes. He is 
coming from Texas and has had problems with the weather, but he 
will be here. In the interest of time, because one of the witnesses is 
already here, I will make my opening statement and then we will 
interrupt the hearings so that Mr. Paul can make his opening 
statement. 

This morning the subcommittee meets to hear testimony on H.R. 
6054, the American Eagle Gold Coin Act of 1982. This bUl is spon- 
sored by the distinguished ranking minority member of the sub- 
committee, Mr. Paul, I £im sure our hearings today will be particu- 
larly enlightening and lively. 

We are privileged to have on the subcommittee two members of 
the Gold Commission. Mr. Paul supported the Gold Commission's 
recommendation and Mr. Wylie generally opposed them, so I emi 
sure we will have very interesting hearings this morning. 

The issuance of gold coins by the United States is a tqpic that 
has been much debated. In March of this year the Gold Commis- 
sion issued its report, which contained a number of controversial 
recommendations. The major and, certainly the most controversial, 
recommendation was that the Treasury issue gold bullion coins 
with dollar denominations or legal tender status to be sold with a 
small markup over the market value of the gold content. 

Furthermore, the Commission recommended that the coins be 
exempt from capital gains taxes and sales taxes. It is these recom- 
mendations which form the basis for H.R. 6054. The tax recommen- 
dations were immediately controversial, and 30 members of the 
House Banking Committee, including myself, and 6 members of the 
subcommittee signed a letter to the Commission opposing the tax 
exemption. 

(1) 
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As we pointed out, the exemption from capital gains taxes would 
tend to divert capital from productive investments to speculation in 
gold. At a time when we so desperately need capital investments to 
modernize our factories and build new ones, this provision seems 
particularly unwise. 

I am not opposed to the issuance of gold coins by the United 
States. The Olympic Coin Act passed this year provides for the first 
U.S. gold coins in 50 years. In fact, that coin has full legal tender 
status, unlike the coins proposed by the American Eagle Gold Coin 
Act. 

The concept of an American gold coin has merit; however, the 
specifics need to be carefully considered. A resumption of gold coin- 
age could have serious domestic and international effects. Tax and 
monetary policy considerations are involved. Economic effects must 
also be considered. 

The hearings today mark the start of what I eun sure will be a 
long debate in Congress over the role of gold in the monetary 
system. The debate is sure to be lively. I look forward to hearing 
from our witnesses today and I am sure that I will learn much 
from the witnesses. 

[The text of H.R. 6054 follows:] 
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97th C0N0BE8S 



H.R.6054 



IN THE HOUSE OP REPRESENTATIVES 

Apwi. 1, 1982 
Hr. Paul (tor himself, Hr. Lott, Hr. HcDohald, Mr. Hansbn of Idtbo, Mr. 
Philip M. Cramb, Mr. Jbpfkieb, Mr. CoLLnra of Teus, Mr. Boosbblot, 
Mr. Danibl B. Crane, Mr. Bdwabdb of OkbLhoma. Mr. Cbaio, and Mr. 
Bbown of Colorado) introduced the following bill; which wu referred to the 
Committee on Bulking, FiiUDce and UrbBD Affaira 



A BILL 

To provide for the mintiiig of the Americao Eagle gold coin 
puTsuaat to article I, section 8 of the Constitutioii of the 
United States. 

1 Be it enacted by the Seriate and House of Repretenta- 

2 Aves of the United States of America in CoTigreas aaaembled, 

3 SHOBT TITLE 

4 Section 1. This Act may be cited as the "American 

5 Eagle Gold Coin Act of 1982". 

6 AUTHOBIZATION FOB HINTINO 

7 Sbc. 2. (a) The Secretary of the Treasury shall mint 

8 gold coins which shall be referred to as "American Eagles", 
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1 and which shall be minted as provided in this Act in accord- 

2 ance with the following specifications: 

3 (1) an "Dagle", having a gold content of one fine 

4 troy ounce and a diameter of 1.38 inches; 

5 (2) a "Half Eagle", having a gold content of one- 

6 half fine troy ounce and a diameter of 1.06 inches; 

7 (3) a "Quarter Eagle", having a gold content of 

8 one-quarter fine troy ounce and a diameter of 0.87 

9 inches; and 

10 (4) a "Tenth Eagle", having a gold content of 

11 one-tenth fine troy ounce and a diameter of 0.65 

12 inches. 

13 (b) Coins minted under this Act shall be of a fineness -of 

14 900 parts per 1,000 of pure gold and 100 parts per 1,000 of 

15 alloy. Coins shall not be struck from ingots which deviate 

16 from the standard contained in this subsection by more than 

17 one part per thousand. 

18 (c) Coins minted under this Act shall bear — 

19 (I) on the obverse side, the design of the 1908 

20 double eagle, together with inscriptions specifying the 

21 gold content and the year of minting; 

22 (2) on the reverse side, the reverse of the Great 

23 Seal of the United States; and 

24 (3) have reeded edges. 
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1 (d) The Secretary of the Treasury may mint the Ameri- 

2 can Ea^e coins authorized by this Act in the weights and 

3 sizes set forth in subsection (a) of this section, in such quanti- 

4 ties as he determines to be necessary to meet public demand. 

5 (e) Notwithstanding section 102 of the Coinage Act of 

6 1965 {31 U.S.C. 392), coins minted under this Act shall not 

7 be legal tender for public debts, public charges, taxes, duties, 

8 or dues. Nothing in this subsection shall prevent the use of 

9 such coins or coins of like weight for the payment of private 

10 debts. 

11 DBLIVBBT AND MABKBTINO 

12 Sec. S. (a) Coins minted under the authority of this Act 

13 shall be delivered to banks and other institutioas and retailers 

14 for distribution and sale to the public, pursuant to rules and 

15 regulations of the Secretary of the Treasury. 

16 (b) The Secretary of the Treasury shall begin delivery of 

17 the one-ounce American Eagle coins authorized by this Act, 

18 not later than January 1, 1984, and dehvery of the one-half, 

19 one-quarter, and one-tenth ounce corns not later than 

20 January 1, 1985. 

21 PBICB 

22 Sbc. 4. (a) Coins authorized by this Act shall be sold to 

23 the public in accordance with section 3 of this Act, at a price 

24 to be determined daily by the Secretaiy of the Treasury, ac- 

25 cording to their relative weight of gold, equal to the price of 
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1 gold bullion sold on the Commodity Exchange, Incorpor&ted, 

2 New York, at 4 o'clock postmeridian on the previous busi- 

3 ness day, plus an amount determined by the Secretary to pay 

4 for the minting, delivering, and distribution expenses of the 

5 coins, and all other related expenses. 

6 (b) The Secretary of the Treasury shall have the power 

7 to adjust the seigniorage charge on the sale of all coins au- 

8 thorized by this Act to finance the expenses for minting, 

9 delivering, and distributing such coins. 

10 EXCHANGE OF BULLION FOB COINS 

11 Sec. 5. (a) Any owner of gold bullion may deposit such 

12 gold in any mint of the United States designated by the Sec- 

13 retary for such purpose and receive in exchange for its rela- 

14 tive weight of gold content an equal weight of gold in Ameri- 
16 can Eagle coins, less an amoimt to be determined by the 

16 Secretary of the Treasury to be equal to the charge estab- 

17 lished pursuant to section 4(a) and any other related 
16 expenses. 

19 (b) All gold bullion deposited in any United Stat«s mint 

20 pursuant to subsection (a) of this section shall be avdlable for 

21 the minting of American Eagle coins. 

22 (c) The Secretary may prescribe such regulations as 

23 may be necessary to carry out this section, including regular 

24 dons specifying charges for assay and other related expenses. 
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1 TAXATION 

2 Sec. 6. (a) Any gain or loss derived from the sale, ex- 
8 change, or other disposition of any coin authorized by this 

4 Act shall not be recognized as a capital gain or toss under 

5 any Federal, State, or local income tax. 

6 (b) Any purchase or sale of any such coin shall be 

7 exempt from any Federal, State, or local sales, personal 

8 property, or excise tax. 

O 
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Chairman Annunzio. Out first witness this morning is Dr? 
Manuel H. Johnson, Acting Assistant Secretary, Economic Policy, 
of the Department of the Treasury, Washington, D.C. He is accom- 
panied by the Treasurer of the United States, the Honorable 
Angela Buchanan, who is quickly becoming what I consider to be a 
good friend of the chairman of this subcommittee. 1 am delisted 
that she is here this morning and I want to wish her a healthy and 
a good passage of the year and a good delivery. 

Dr. Johnson. 

STATEMENT OF DR MANUEL H. JOHNSON. ASSISTAPfT SECRE- 
TARY FOR ECONOHC POUCY (DESIGNATE). DEPARTMENT OP 
THE TREASURY. ACCOMPANIED BY HON. .\NGELA BUCHANAN, 
VA. TREASURER. AND DR. JACOB DREYER. ASSISTANT DEPUTY 
TO THE UNDER SECRETARY FOR MONETARY AFFAIRS, DE- 
PARTMENT OF THE TREASURY 
Dr. Johnson. Thank you, Mr. Chairman. 

Accompanying me ^ong with the U.S. Treasurer is also Dr. 
Jacob Dreyer. who is Deputy Assistant to the Under Secretary for 
Monetary Affairs at the Treasury, who can also answer some spe- 
cific questions about some theoretical issues after I give my pre- 
pared statement. 

It is a pleasure to be with you today to present the views of the 
Treasury on H.R. 6054, the American Eagle Gold Coin Act of 1982. 
Before I b^in my testimony, Mr. Chairman, I want to take this 
oiq»rtunity to compliment two members of the subcommittee. I 
should say more, actually, four: Mr. Paul, who introduced this bill, 
and Mr. Neal, Bfr. Wylie, and Mr. Reuss for the important OHitri- 
butioQS they made to the deliberations and conclusions of the Gold 
Commission. 

The Gold Commi^on was directed by the CtHigress to assess the 
role of gold in the domestic intematiotial monetary systems and to 
study the U.S. policies related to gold. This report was transmitted 
to Congress on March 31, 1982. llie bill being considered this morn- 
ing is the direct outcome of the work t^ the Gold Commissiwi. 

The bill provides for the minting of gold coins, which would once 
again give Americans the opportunity to acquire and use gold coins 
minted by the U.S. Treasury. That is a laudable objective and a 
logical foUowup to the rights restored to our citizrais in 1974 to buy, 
sell, and own gold in any form. 

For 50 years the Treasury did not have the authority to mint and 
issue gold coins. Such authority was granted following the recom- 
mendaticHi of this subconmuttee earlier this year and the parage 
of the Olympic Commemorative Coin Act, Public Law 97-220, for a 
limited issue of a specific gold coin, lie bill before you would pro- 
vide a general issue which would satisfy public demand for Ameri- 
csn gold coins as it may develop in the future. 

Tbe Treasury supports basic elements of the bill even thou^ it 
contains some provisions which concern us. We agree that the coin 
should be specified solely by weight without dollar denominaticHi 
and that they be sold at the market value of tbe gold content plus 
a markup covering the cost of minting and distribution. 
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There is a demonstrated worldwide demand for coins with these 
specifications. The coins would be available to private citizens at 
the store value eind on a voluntary basis, a medium of exchange. At 
the same time, the absence of a speciHed face value avoids any im- 
plication, directly or indirectly, of the reestablishment of an onicial 
price for gold. 

We also agree the coin should be issued without l^al tender 
status. Legal tender status for gold coins would compel their ac- 
ceptance by private creditors for debts or by the Treasury in satis- 
faction of taxes, with the fluctuating market value of gold. That 
would require a complex system for reestablishing and announcing 
a fluctuating legal tender value for the coins on a continuous basis, 
with attendant formidable problems of operating such a system. In- 
stead, the intent of the bill as we interpret it is to provide the pri- 
vate sector with an additional alternative not to impose on the 
economy a dual monetary standard. 

We support the proposed design of the coin. The American eagle 
and the double eagle were among the most attractive, popular and 
widely distributed coins ever minted by the United Stat^. Return 
to these classic designs would be exp^ited to enhance their popu- 
larity and acceptance. 

We would anticipate a strong demand for proposed one ounce 
and one-half ounce coins. However, in our view there is likely to be 
little demand for one-fourth ounce and one-tenth ounce coins. In 
the production of the krugerrand of South Africa, for example, the 
one-fourth ounce coin represents only about 5 percent of the gold 
content of total krugerrand production, and for the one-tenth 
ounce, it is less than 4 percent. 

Purchasers of small-size coins would have to absorb a dispropor- 
tionately high minting and production cost relative to the value of 
the gold content. For example, if those costs represent 4 percent of 
the value of a one-ounce coin, they would be about 40 percent of 
the one-tenth ounce coin. In addition, there is a large spread be- 
tween the bid and asked prices of the small coins in the eecondeiry 
markets, which discourage their use. Such coins are used mainly as 
items of jewelry. 

For all of these reasons, the Treasury Department recommends 
that provisions for minting one-fourth and one-tenth ounce coins be 
deleted from the bill. 

The proposed American eagle coins could be expected to be good 
substitutes for the gold medallions being minted under the Ameri- 
can Arts Gold Medallion Act. Therefore, the Treasury recommends 
that the medallion program be terminated with the introduction of 
the new gold coins. 

The Treasury perceives no problems with the provisions relating 
to distribution oi the coins. We anticipate auctions and dealer net- 
works as the preferred method of distribution. The bill provides 
sufficient flexibility to permit the use of several possible alterna- 
tive distribution systems. The system chosen for distributing the 
coins may, however, influence the method for establishing their 
price. 

We believe that the pricing formula proposed in section 4, which 
requires that prices be based on the previous day's 4 p.m. COMEX 
pri(%, is unnecessarily restrictive. If on a given day the market 
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price of gold is significantly in excess of the previous day's closing 
COMEX price, as is frequently the case, opportunties will Eirise for 
risk-free profits accruing to those who would happen to enjoy on 
this day convenient access to the Treasury window. 

We feel, therefore, that greater flexibility is needed to deal with 
rapid changes in gold prices. Accordingly, we propose that the price 
be determined by the Secretary of the Treasury based on a daily 
market price and with frequency dictated by the circumstances. 

1 now wish to turn to the most important and difficult of the 
issues eissociated with the proposals for the issuance of gold coins, 
that of teixation, an issue which was among the most complex con- 
fronted by the Gold Commission. Within the Commission, there 
was a lat^e majority in favor of a bullion coin as provided — for a 
number of reasons. 

Several felt that a gold coin should have the opportunity to de- 
velop as a circulating means of payment if there was public inter- 
est in it. Some favored a coin to compete with foreign coins like the 
krugerrand, and some favored a greater role for gold in the mone- 
tary system, and some held no strong view at all. 

There was leas agreement over the characteristics of coin, that is, 
whether it should have legal tender status, whether it should be 
minted in unlimited amounts, whether the Treasury should repleice 
gold used in minting the coins, whether the Treasury should have 
an obligation to redeem the coins for dollars, and whether it should 
be exempt from capital gains and sales taxation. 

The Commission finsilly adopted recommendations that the coin 
not have legal tender status, that the Treasury should mint the 
coins from existing gold stocks and that it should be exempt from 
capital gains and sales taxes. 

The reeison underlying the legEil tender and tax recommenda- 
tions had two elements. First, there W£is a general view that the 
Government should not be in the position of legally obligating 
people to accept gold coins in payment at a fiuctuating market 
value, which would be the result if they were given legal tender 
status. At the same time, there was a desire to facilitate their use 
as money on a voluntary basis and to eliminate impediments that 
would stand in the way of that development. 

This led to the recommendation for tax exemption. The Secre- 
tary of the Treasury, on whose behalf I am testifying today, in h^ 
position as Chairman of the Commission supported these recom- 
mendations and the gold coin proposal in general. However, these 
issues were not studied exhaustively by the Commission, and its 
own recommendations indicate there remain a number of serious 
considerations that need to be fully explored by the Congress. 

The tax area, in particular, raises several difficulties which may 
require further examination. We welcome these hearings as essen- 
tial to providing the Congress further information and analysis on 
these complicated issues. In an effort to provide Treasury-minted 
gold coins which could, if desired by the American people, be used 
as money, an argument can be made that an exemption from tax- 
ation should logically follow. 

With this caveat in mind, there are several issues of tax policy 
which should be made explicit. The bill provides that gain or Jobs 
from the sale, exchange or other disposition of emy coin authorized 



,dbyGoogIe 



11 

by the bill shall not be recognized as a capital gain or loss under 
any Federal, State or local income tax and that any purchase or 
sale of any such coin shall be exempt from Federal, State and local 
sales, personal property and excise taxes. 

In this respect, the bill seeks to incorporate the basic recommen- 
dation of the Gold Commission that transactions in such coins be 
free from such taxes. Should the Congress decide eigainst the tax 
exemption for the American eagle, the Treasury recommends that 
the entire proposal be dropped. 

The Treasury believes that many sound economic arguments can 
be made in favor of the Gold Commission's recommendations as re- 
flected in the tax provisions of the bill before us. We believe, how- 
ever, that there are many unresolved tax issues which follow from 
this basic tax provision of the bill. 

I shall attempt to give a brief overview of tax implications that 
appear to me to be Ic^cal extensions of the basic tax provisions of 
the bill, and namely, the exemption of transactions in gold coins 
from capital gains and sales taxes. This provision would imply that 
all non-interest bearing claims on these coins — certificates of depos- 
it, warehouse receipts, promissory notes, for example — should be 
accorded the same tax Ireatments as the coins themselves. Other- 
wise, the owners of such claims would go through totally meaning- 
less motions of redeeming their claims in gold coins and then pro- 
ceeding with a tax free exchfuige. 

Similarly, I have no difficulty interpreting what the bill implies 
for treatment of an exchange of gold coins for forms of property 
other thfLD paper money. Acquisition of such property would be 
subject to State and local taxes as if the payment were made in 
paper money. 

Furthermore, if a capital asset is acquired in exchange for gold 
coins, the applicable tax basis would be its market value at the 
time of acquisition. The initial dollar price at which coins were 
purchased would be irrelevant for the determination of the tax 
basis in question. 

Finfdly, interest received in gold coins would be taxed on its 
dollar value at the time of receipt. It would be treated for tax pur- 
poses analogously to income received in foreign currencies. I think 
these are implications of the basic policy choice contained in the 
bill, but the bill as drafted does not explicitly provide for these re- 
sults. Moreover, the bill leaves unanswered questions about the 
proper tax treatment of interest-bearing claims on gold coins, such 
as bonds or future contracts payment in gold coins, about the tax- 
ation of doEilers in these coins, about the determination of the 
proper tax basis for gold coins in estotes and deferred gifts, or 
about the tax treatment of exchanges of American eagles for other 
gold coins or gold bullion. 

In this connection I should digress to the provision of the bill, 
section 5, specifying two methods of payment for the purchase of 
American eeigles to the Treiisury. In addition to payment in dol- 
lars, the bill provides for purchasing coins from the Treasury in ex- 
change for gold bullion, which in turn could be used for the produc- 
tion of additional coins. 

On a technical level, we would not offer objections to the later 
method if the provision is desired by Congress. We want to point 
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out, however, that it would entail certain additional expenses, such 
aa assayir^, melting, transporting, et cetera, which we would have 
to pass on to the purchaser. We would also plan to designate only a 
small number of U.S. Mint facilities to handle such exchai^es. 

On a more fundamental level and specially in connection with 
the tax issues addressed earlier, the bill sidesteps the question of 
the tax treatment of bullion for coins swaps with the Treeisury. We 
think that the bill should be explicit in denying tax exemptions to 
such swaps. 

Bullion tendered to the Treasury in exchange for coin should be 
considered for tax purposes as sold for dollars at the daily price 
used for pricing the coins, and the resulting capital gain or loss 
should enjoy no escape from taxation. Otherwise, the pertinent pro- 
vision of the bill would have an effect of retroactively exempting 
from taxation all heretofore unrealized capital gains that have ac- 
crued to gold bullion owners during the past decade. Apart from 
substantial revenue losses to the Treasury, we feel very strongly 
that such an outcome would be very undesirable from the point of 
view of public policy. 

Turning to other aspects of the bill, we recognize that the main 
thrust behind proposals for the introduction of a U.S. gold coin is 
to provide a form of money which people can hold and use as an 
Eiltemative to money expressed in terms of dollars. Undoubtedly, 
the experience of inHation in the United States and public dissatis- 
ffiction with the performance of flat money as a reliable store of 
value have contributed to the feeling of a need for such a monetary 
asset. 

The Government's monetary monopoly privilege can be justified 
only if it is exercised prudently. In a sense, such a new form of 
monetary asset would provide a kind of thermometer which would 
signal to monetary authoriti^ collective public judgment on how 
responsibly this privilege is being used. The Treasury does not 
regard unfavorably a mechanism which would perform this func- 
tion. 

This proposal for a gold coin is not, as is clear from reading the 
report and recommendations of the Gold Commission, a move 
toward adoption of a gold standard. There would be no official 
price of gold. The Treasury would not assume any commitment to 
convert privately or officially held dollars into gold bullion at an 
established price. 

There would be no connection between U.S. gold reserves and 
monetary policy. There would be, however, a useful indirect link- 
age between the amount of U.S.-held bullion used for minting coins 
and monetary discipline if the public were to treat these coins as 
an alternative medium of exchange should the Government ever 
reverse the current policy of restoring price stability. That is, I be- 
lieve, the intent and expectation of proponents of the legislation. 

The Treasury, of course, regards the U.S. gold stock as part of 
national patrimony and a valuable precautionary asset. Its proper 
size, however, is the subject of a large variety of views on wmch 
there was little agreement on the pEirt of the Gold Commission. 

The members agreed that a zero stock obviously is not the appro- 
priate size but that no precise level for the gold stock is neces^rily 
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right. They opposed auction sales which were intended to dispose of 
Treasury holdings over some stated period of yesirs. 

The Treasury fully supports the Ckimmission's view that the 
Tretisury retain the right to conduct trfinsactions in gold bullion at 
its discretion, provided adequate leveU are maintained for contin- 
gencies. The Treasury does not regard the proposal in the bill 
before us to be at variance with these views. 

The main point to be made is that the public's appraisal of the 
management £ind performEmce of the U.S. economy would largely 
determine the demand for gold coins, with the effect on the U.S. 
gold stock not predictable. This is not a proposal to sell a specific 
amount of Treasury gold, and from the point of view of the gold 
stock, the Secretary of the Treasury could under existing authority 
determine that the stock should be replenished through Treasury 
purchases. 

The stock might also be augmented by receipts of bullion for 
coins as proposed in the bill before you. It must be kept in mind, 
moreover, that our stock presently totals $264 million fine troy 
ounces equivalent in value at current market prices to around $110 
billion. This figure may be compared with fmnufd U.S. imports in 
gold coins currently averaging about 3 million ounces. 

Nevertheless, the concern that the demand for coins might ex- 
haust the Treasury gold stock was identified by the Gold Commis- 
sion as a matter requiring more thorough exploration by the Con- 
gress. In the Treasury's view, therefore, the proposed l^islation 
. calling for a tax-exempt, Treasury-minted, gold bullion coin war- 
rants our qualified support. 

We would be pleased to provide the committee our su^estions 
for a number of technical modifications in the bill However, there 
remain some issues which need further exploration in the tax area 
in particular. These hearings provide a valuable thrust to the full 
consideration of these issues, and the Treasury is prepared to work 
closely with the committee in the endeavor to have them promptly 
resolved. 

Thank you, Mr. Chairman. 

[Dr. Johnson's prepared statement, on behalf of the Secretary of 
the Treasury, follows:] 
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STATEKEHT OF HAHUEL H. JOHNSON 

ASSISTANT SECRETARY FOR ECOHOHIC POLICY {DESIGNATE) 

BEFORE THE 

CCHHITTEE OH COHSUMBR AFPAIRS AHD COINAOS 

OP THE 

COMHITTBE OH BAHKIMO, FIHAHCe AND URBAN AFFAIRS 

UNITED STATES HOUSE OF REPBESESTATIVeS WASHIBGTCM, O.C, 



Bafora I bagin my tas-tinony, Mr. Chalmian, I want -to taka thla 
opportunity to coBplinant two naobara of tha casmlttaa, Kr. Paul, who 
introduced this bill, and Hr. N«al, for Cha important conCributiona 
thay nada to tha dalibarationa and concluaiona of tha Gold Canmiaaion. 
ma Gold CcttmiBBion waa diractad by tha Congraas to aaaaaa tha rola 
of gold in tha dcnaatic and intarnational nonatary ■yatema and to 
■tudy tha U>B. policial ralatad to gold. Its raport was transoiittsd 
to the Congraas on March 31> 1982. 

Tha bill baing conaidacad this norning is a diract outcona of 
tha work of tha Gold Commission, tha bill providaa for tha minting ' 
of gold coins, lAiich would, ones ag«tn, givo Amaricona tha opportunity 
to acquira and us* gold coin* mintad by tha U.S. TraasurY. That is . 
a laudabla objactiva and a logical follow-up to tha rights rastorad 
to our citisans in 1974 to buy, sail, and own gold in any form. 

For fifty yaars the Traosury did not hova tha authority to mint 
and issuo gold coina. Such authority was grantad following tha 
racanmandation of this subconmlttaa aarller this yaor and passaga of 
tha Olympic Ccnmanorativa Coin Act, p.L. 97-220, tor a limited 
iaaua of a apacific gold coin. Tha bill bafora you would provide 
a general issue Which would aatiafy public demand for American 
gold coin* a* it nay develop in the future. 



,dbyGoogIe 



Tha Trsaiury auppocta basic elementa of the bill, evan though 
it containa some provisionB ^ihich concern ua . W« agraa that the 
coins should be specified solely by weight, without dollar 
denonination, and that they be sold at the marXet value of their 
-gola content plue a raarX-up covering the coats of minting and 
distribution There is a demonatrated worldwide demand for coins 
with theaa specifications Vha coina would be available to provide 
to private citizens both a atore of value and on a voluntary baaie, 
a nedium of exchange At the aame time tha absence of a apaclflad 
face value avoid* any implication, directly or indiraotly, of tha 
reestabliahment of an official price of gold. 

We alao agree that the coina ahould be isaued without legal 
tender status Legal tender status for gold coina would conpel 
their acceptance by private creditors for debts or by the Tr^aaury 
in astisfBction of taxes But the fluctuating market value of 
Cfold would entail the creation of a ccnplax ayatem for establishing 
and announcing a fluctuating legal tender value for the coins on a 
continuous basis, with attendant formidable problema of Operating 
BUCh a ayatwa. Instead, the intent of the bill, as we interpret 
it, ia to i^ovide the private sector with an additional alternative, 
not to impoa* on the econcny a dual monetary atandard. 

He support the proposed design of the coina. the American 

eagle and the double eagle were among tha most attractive, popular 
and widely distributed gold coina ever minted by the United States. 
Return to these classic designs Would be expected to enhance their 
popularity and acceptance 

He would anticipate a strong demand for the proposed one-ounce 

little demand for on»<fourth ounce and one-tenth Ounce coins In 
the production of Icrugecrands by South Africa for oxamplo the on«- 
fourth Ounce coin repreaenta only about 5 percent of the gold 
content of total Icrugerrand production, and for the one-tenth ounce, 
it is less than. 4 percent. Purchaaera of small aixed coins would 
have to absorb a disproportinately high minting and production cost 
relative to the value of the gold content. For eKaisple if those 
costs represent 4 percent of the value of a one-ounce coin they 
muld be about 40 percent of the one-tenth ounce coin. In addition, 
there is a large ap£«ad between the bid and asXed prices of these 
small coins in secondary markets which discouragea their use. Such 
ooins are used mainly as items of Jewelry. For all of thase reasons 
the Treasury Department recommenda that provisions f«r minting ona- 
fourth and one-tenth ounce coins be deleted from the Mil. 

The proposed taerican Eagle coins could be expected to be good 
substitutea fOr the gold medalliona being minted under the American 
Acts Oold Medallion Act. Therefore, the Treasury recommends that 
the medallion la'ogram be terminated with the introduction of tha 
new gold coins. 

The Treasury perceives no problems with the provisions relating 
to distribution of the coins; we anticipate auctions and dealer 
networks aa the preferred method of distribution. The bill providea 
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The systen cho««n for dis-trlbutlng the coins may, howavar. 

Infliienca the method for eBtablishing their price. Wo believe that 
t]te pricing formula, aa proposed in Section 4, which requires that 
prices be based on the previous day's fljOOpni COMEX price, i« 
unnaceaaarily restrictive. If on a given day the market price Of 
gold is significantly in excess of the previous day's cloaing COHEX 
price, as is frequently the case, opportunities will arise for 
riakfree profits accruing to those who would happen to enjoy On 
this day convenient access to the Treasury window. We feel, 
therefore, that grcatar flexibility is needed to deal with rapid 
changes in gold price*. Accordingly we propose that the price be 
dsteminad by the Secretary of the Treasury based aa a daily market 
price and with frequency dictated by circumstances. 

I now wish to turn to tha most difficult of the laauas aaaociated 
with proposals for the Issuance of gold coins, that of taxation — 
an Issue tAiich was among the most ccmplei confronted by tha Sold 
Commission. 

Within the Commission, there was a large majority in favor of 
a bullion coin as provided — for a number of reasons. Several 
felt that a gold coin ahould have the opportunity to develop as a 
circulating means of paymant if there ware public inCereat in itj 
some favored a coin to conpete with foreign coins like tha krugarrandt 
scrae favored a greater role for gold in the monetary system, and 
aorae held no strong view. 

There waa Issa agreement over the characteristics of a coin — 
that is whether it should have legal tender status, whether it 
should bo minted in unlimited ajnounts, whether the Treasury should 
replace gold used in minting tha coins. Whether tha Treasury should 
have an obligation to radaem tha coins for dollars and whether it 
should be exempt from capital gains and sales taxation. The 
Ccnsnission finally adopted recommendations tliat the coin not have 
legal tender status, that tha Traaaury should mint tTie coins from 
existing gold atocks, and that it be exempt from capital gains and 
sales taices. 

[ recomnandationa 

Firat, there waa a general view that the Oovernmant should 
not be in the poaition of legally Obligating people to 
accept gold coina in payment at a fluctuating market value, 
which would be the roault If they were given legal tender 

At the eame time, there waa a daaire to facilitate their 
uae aa money on a voluntary basia, and to eliminate 
impedimenta that would atand in the way of that develofuent • 
niis led to the reccnmandation tor tax exemption. 
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thm Sacretary of tha Trkaaury. on whoaa behalf I am tantl- 
fying today, In his position as Chaitraan of the Conmiaaiaiii aui^ortad 
thasa Eaccnmandatlona, and cH* gold coin proposal In general. 
Hovaver thssa issueB were not atudied exhaustively by th« Camaission, 
and its own EeccmmendBtion indicates that there reoiain a nuatoar of 
•arioua considsratlona conaidaratlan* that need to be fully explored 
by the Congress. 

Ifie tax area, in particular, raises savaral difficult Issues 
which may require further exanlnation. We welcoaa these hearings 
as •asential to providing the Congress further Infoimation and 
analysis on these ccnplicated issues. In an effort to provide 
Treasury aintad gold coins which could, if desired by the Aiaarlcan 
people, be used aa money an argument can be made that an 
exemption frcn taxation should logically follow. Kith this caveat 
tn mind, there are aavaral issues of tax policy irtiich should be 
■ada explicit. 

The bill provides that gain or loss fron the sale, exchange or 
other disposition of any coin authorised by the bill shall not be 
recognised aa a capital gain or toss under any Federal State or 
local Incone taxj and that any purchaee or aale of any aueh coin 
shall be exempt from Federal State ani3 local aalee fwraonal 
property and eiciae taiea. in this respect, the bill seeks to 
incorporate the basic reccmmendation of the Oold Commission that 
transactions in such coins be free from such taxes Should the 
-Congress decide against the tax exsmption for the American Bagla, 
the Treasury reccnunende that the entire proposal be dropped. 

Treasury believes that many sound acononic argunents can be 
Bad* in favor of the Oold Connlsslon's reccnmandation aa reflected 
In the tai provisions of the bill before us. He believe, however, 
that there are many unresolved tax Issues which follow frcei thia 
basic tax provlalon of the bill. 

I shall attempt to give a brief overview of tax Implications 
that appear to ma to be logical extensions of the basic tax provision 
of the bill, and namely the exemption of transactions In gold coins 
from capital gain and sales taxes. This proviaion would imply that 
all non-intereat bearing claims on these coins — certificates Of 
deposit, warehouse receipts, prcntlsaory notes — should be accorded 
the aaioe -tax treatments aa the coins themselves. Otherwise, the 
owners of such claims would go through totally meaningLsss motions 
of redeeming their claims in gold coins and then proceeding with 
« tax free exchange. Similarly, I have no difficulty in interpreting 
lAiat the bill implies for treatment of an exchange of gold coins 
for forms of property other than paper money — acquisition of such 
property would be subject to state and local taxes, as if the 
payment waa mad* In paper ■pp*y. Furthermore, if a capital aasat 
Is acquired in exchang* for gold colnst the applicable tax basis 
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would ba lt« markat valua at tha tim* of acqulaitloni th* Initial 
dollar pric* «t lAilch colna vara purchaaad would ba irralevant for 
ttia dataraination of tha tax baaia for the aaaet in quaation. 
Finally, intarast recaivad in gold coina would be taxed on its 
dollar VBlua at tha tlma of cecaipt it would be treated for tax 
purposa* anala^ously to inccae racaivad In foralgn cuccanciea. 

I think that thaaa ara Implications of tha basic policy choice 
contained in the bill 'Out. tha bill, as drafted, doas not explicitly 
provide for these results Moreover the bill leaves unanswarad 
questions about the proper tax treatment of interest bearing claima 
on gold coins such as bonds or future contracts payable in gold 
coins about the taxation of dealers in tho8« coins about the 
determination of the proper tax basis for gold coins in estates and 
deferred gifts or about the tax traatmant of exchanges of American 
Eagles for other gold coins or gold bullion. 

In this connection I shall digress to th* provision of tha bill 
(Section 5) specifying two methods of payment for the purchase Of 
American Eagles to the Treasury. In addition to paynant la dollars, 
the bill provide* for purchasing coins from the Treasury in •xchanga 
for gold bullion, irtiich in turn could be used for the production of 
additional coins. 

On a technical level, wa would not offer objection* to th* 

latter method if the provision Is doairad by Congreaa We want to 
point out however, that it would entail certain additional expenses, 
such as assaying, malting, transporting etc., which we would have 
to pass on to the purchaser. He would also plan to designate only 
a •mall number of U.S. Mint facilitia* to handle such exchanges. 

On a mora fundamental level, and especially in connection with 
the tax issues addressed earlier, the bill sidesteps the question 
of tha tax treatment of bullion>for--coins swaps with the Treasury. 
We think that the bill should be explicit In denying tax exemptions 
to such Swaps. Bullion tendered to the Treasury in exchange for 
coins should be considered for tax purposes as sold for dollars at 
the daily price used for pricing the coins and the resulting capital 
gain or loss should enjoy no escape from taxation Otherwise the 
pertinent provision of the bill would have an effect of retroactively 
exempting from taxation all heretofor-e unrealized capital gains 
that have accrued to gold bullion owners during th* paat d*c«d*. 
Apart from substantial revenue losees to the Treasury, we f*al vary 
strongly that auch an outcome would ba vary undaairable from the 
point of view of public policy. 

Turning to other aspects of the bill, we recognise that the 
main thrust behind proposals for the introduction of a U.S. gold 
coin is to provide a form of money which people can hold and use as 
an alternative to money expressed in terms of dollars Undoubtedly, 
the experience of Inflation in the United States and public 
dissatiBfaction with the performance of fiat money as a reliable 
store o£ value have contributed to the feeling of a n**d for auch 
a monetary asset. The government s monetary monopoly privilege 
can be justified only if it is exercised prudently. In a sense, 
such a new form of monetary asset would provide a kind of thermonater 
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whiA would signal to monatary authocltlca collactlv* public judgaant 
on how reaponalbly thla prlvilage ia balng uaad> Tha Traaaury 
doaa not ragard unfavorably a nachaniam which would parfona thia 
function ■ 

Thia propoaal for a gold coin la not , aa is claar frcoi raadlng 
tha rapOEt and cBcniiiiieniiatiana of the Gold Cooniaaion, a pwva toward 
adoption of a gold atandard. Ihar* would be no official prica of 
gold, ma Traaaury would not aasuaa any cammicjnant to convart 
privataly or officially hald dollara into gold bullion at an 
aatabliahad price There would be no connection between U 8> gold 
raeai^ea and monetary policy There could tie however a uaatul 
indirect linXage between the amount of U s.-hald bullion uaad for 
ninting -coina and monetary dlaclplina, if -the public ware to treat 
these coins aa an alternative medium of exchange should the govarraMnt 
aver reverse the current policy of restoring price etabllity. nut 
la, I ballava, the Intent and aipectation of the pcoponanta of tha 
Iwgialation. 

Tha Treasury, of eoursa, regards tha U>8> gold stock as part 
of national patriMony and a valuable precautionary asset Its 
proper size, however, is the subject of a wide variety of olawa, on 
irtilch there was little agreement on the part of the Gold CaoniBsion . 
The MSiibars agreed that a laro stock' is not the appropriate sise, 
but that no precise level for the gold stock is necassarily 'right,* 
and thay oppoaed auction sales which were intended to dispose of 
Traaaury holdings over aome stated period of years, nta Treasury 
fully supports the Commission s view that tha Treasury retain the 
right to conduct transactions in gold bullion at its discretion, 
[covidad adequate levels ore maintained for contingencies, ne 
"nreasury does not regard the proposal in tha bill before ua to ba 
at variance with these views. 

Tha main point to be made is that the public's appraisal of 
tha management and performance of tha U.S. ecOnony would largely 
determine the demand for gold coins with the effect on the U.S. 
gold stoclt not predictable. This ia not a proposal to Sell a 
■pacific amount of Traaaury gold, and from the point of View of 
the gold stock, the Secretary of the Treasury could, under existing 
authority, determine that the stock should ba replenished through 
Treasury purchases. The stock night alao he augmented by receipts 
of bullion for coina, as proposed in the bill before you. It must 
be kept in mind, moreover, that our stock presently totals 264 
million fine troy ounces, equivalent in value at current market 
prices of around $110 blllioni this figure may be ccnpared with 
annual U.S. imports of gold coins currently averaging about 3 
million ounces. Nevertheless, the concern that the demand for 
coins might exhaust the Treasury gold stock vas idantifiad by the 
Gold Cconaission as a sutter that required mre thorough explarBtion 
by tha Congress. 

In The Treasury's view, therefore, the proposed legislation 
calling for a tax-exempt TTQasury-minted gold bullion coin warrants 
our qualified support. He would be pleased to provide tha C<»mittee 
our suggestloiis for a nusber of technical modifications in tha 
bill. However, there rsnwin soma issues which need further eiplora- 
tion in the tax area in particular These hearings provide a 
valuable thruat to the full consideration of these lesues. and the ^ 
Traaaury is pceparad to work closely with the Cosndttae in the 
endeavor to have them pronptly resolved. 
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Chairman. Annunzio. Thank you. Dr. Johnson, for your excel- 
lent statement, and I am happy to observe that we are going to 
need your help; that you are going to work closely with the Com- 
mission and with this subcommittee in its desire to attempt to re- 
solve this problem. 

I have a report from the staff of Mr. Paul. His plane is being 
held up by fog in North Carolina. He will not be able to be here. I 
have Eisked if he wants us to postpone these hearings, but the word 
I have received is he wiuits the hearings to proceed. 

In the meantime, I ask unanimous consent that his statement be 
made a part of the record. 

[The opening statement of Congressmeui Ron Paut follows:] 

Opining Statement of Congressman Ron Paui. 

Mr. Chairman, I want to thank you for scheduling this hearing on H.R. 6054, the 
American Esigle Gold Coin Act. As you know, this bill reflects the recommendation of 
the U.S. Gold Commission that the Treasury resume minting bullion weight gold coins 
once again after a 50-^ear hiatus. A companion bill, S. 2330, has been introduced in 
the Senate but no action has been taken on it yet. 

I'm pleased at the broad spectrum of witnesses who will be testi^ong today. Not 
only do we have three distinguished representatives of the Treasury Depfutment, 
Mr. Johnson, Miss Buchanan, and Mr. Dreyer, but we also have a coin designer, a 
numismatist, a coin dealer, an economist, and an attorney who specializes in consti- 
tutional law. Their differing perspectives should give us a complete picture of what 
a new gold coinage would be lihe and what it should do. 

It is my hope, as sponsor of this legislation, that this is simply the first step 
toward starting a new coinage pro-am. The problems of inflation, unemployment, 
high interest rates, and business failures can all be traced back to a political manip- 
ulation of the monetary system. A new gold coinage and new gold standard would 
eliminate the cause of our present difficulties. Mr. Chairman, you are to be com- 
mended for holding this hearing. If the full Committee and the House follow 
through, our meeting here today will be r^arded as an historic event. 

Chairman Annunzio. Now I would like to recess the subcommit- 
tee for about 5 minutes. 

[Recess.] 

Chairman Annunzio. The meeting of the subcommittee will 
come to order. 

I do not know whether Ms. Buchanan will be making a state-- 
ment. 

Dr. Johnson. No, she will not deliver a statement. She will be 
right back. 

Chairman Annunzio. Dr. Johnson, what effect will this bill have 
on tax revenues? Try to give me an estimate of tax revenue loss in 
terms of dollars. 

Dr. Johnson. It is very difficult to give you an estimate in dol- 
lars, but I think that I can say a couple of things about the revenue 
issue. We do not recilly perceive any appreciable revenue loss asso- 
ciated with this bill, simply because of the way gold transactions 
have occurred in the past. Individuals were escaping capitfil gains 
taxation in the purchase of gold coins and bullion before. So there 
has been a tremendous amount of tax evasion associated with gold 
bullion tremsactions in the past. Therefore, these revenues have not 
been captured before. 

Granting a tax exemption for capital gains, we feel, would not 
really produce any appreciable revenue losses. At the same time, 
capital gains are exempt from taxation. Capital losses would no 
longer be deductible under this bill, and therefore there would be 
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no revenue loss asBociated with the deduction of capital loss from 
Uie gold coins. 

This bill could produce some revenues because of the disallow- 
etnce of deductions and because of simply the fact that there has 
been a lot of tax evfision in the past. 

Chairman Annunzio. What is being done to crack down on the 
tax evaders with reference to this gold bullion? 

Dr. Johnson. Evasion is one of the problems. It is very difficult 
to trace, and not much to my knowledge is being done to try to 
crack down on it. The IRS really does not have the resources to ef- 
fectively police the problem. It does represent such a smfill amount 
of total revenues that it has never been justified to devote re- 
sources to the problem. 

Dr. Dreyer, I think, has offered some good examples on how tax 
avoidance is undertaken in this area. And perhaps he can give you 
an idea of how difficult it is to trace. 

Dr. Dreyer. If you wish, Mr. Chairman. 

Chairman Annunzio, Sure. 

Dr. Dreyee. You can go down to Deak-Perera or to einy other 
gold dealer and buy for cash, if you wish, a number of coins, take a 
receipt with your name and address, and then wait. If a year from 
now gold appreciates in value, just go back to them and sell it 
anonymously for caah; and you do not report the capital gain if you 
do not wish to. 

However, if the price of gold falls, go back there, sell the coins, 
take a receipt. You will now have receipts for both the acquisition 
Eind the disfwsition of gold coins, you can claim a capital loss and 
deduct it from your income. 

Dr. Johnson. So there are already substantial losses. Not only do 
people take deductions when there are losses, but often they do not 
report capital gains. 

Chairman Annunzio. In all evasions of taxes where cash is in- 
volved, it is done anonymously. But maybe we ought to prevent the 
sale of gold on an anonymous basis. 

Dr. Dreyer. I think that would have as much success as trying to 
prevent the sale of guns on £in fmonymous basis. There is just too 
much gold around. 

Chairman Annunzio. In your opinion, would the flat tax rate 
some of us are talkii^ about help us? 

Dr. Dreyer. It depends upon now high the mat^^al and, there- 
fore, avereige rate would be. 

Chairman Annunzio. There are millions of Americans in the 
high-income tax bracket who pay very little taxes. And the advo- 
cates of the flat tax rate feel it would increiise the revenues to IRS. 
Would that in some way help the people who sell gold bullion? 
Maybe their conscience would not bother them so much and they 
might declare a tax if it was a flat rate. 

Dr. Dreyer. Mr. Chairman, I am not a specialist in public ethics. 
But obviously, the lower the marginal tax rate, the less incentive 
there would be for tax evasion. 

Dr. Johnson. It certainly would be a reasonable carrot, and some 
studies have shown that lower marginal rates do reduce the 
Eunount of activity in the underground economy. So I think it cer- 
tainly could not hurt. 
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Chairman Annunzio. Mr. Prins. 

Mr. Prins. Dr. Dreyer, why could the Congress not invoke the 
gambling tax situation with the gold transaction? I am sure you 
are not a professional gambler, but professional gamblers are only 
allowed to deduct losses up to the amount of profit they receive. So 
that if they win on the Redskins game and lose on another, they 
can only deduct the loss to the amount of their winnings. Why 
could we not do the same thing with gold, and any loss could only 
be deducted up to the eimount of any capital gain? 

Dr. Dreyer. Two reasons. One is that of enforcement. It is true 
that there is such a provision of the tax law, but as far as I know, 
there are plenty of number-runners in this and other cities exactly 
because people want to avoid the law. Furthermore, I am personal- 
ly skeptical that those individuals who are gambling and winning 
money, not casinos perhaps, but in various private betting estab- 
lishments, if I may say so, do not declare their gambUng gains. 

Mr. Prins. That is exactly the point. We do not care whether 
they declare their gains because they cannot declare their losses 
above any gained amount. So in other words, we have shut them 
out from taking advantage of the tax laws. 

Dr. Dreyer. Yes, sir, I understand. But here, the problem is that 
gambling is considered to be an undesirable social activity, and 
therefore it is treated differently for tax purposes than all other 
transactions or sources of income where tax treatment of gains and 
losses is symmetrical, that is you can deduct losses in excess of 
gains. If indeed you want to take a position that transacting in 
gold, purchases of gold, of 1 coin or 100 coins, is also an undesirable 
activity, then your approach would be justified; not otherwise. 

Mr. Prins. I had a very high regard for gold dealers until you 
testified. You have lumped them in with the "Saturday night spe- 
cial" people, that they sell and buy to anyone. 

Dr. Dreyer. That is not what I said. I am talking about the cus- 
tomers of gold dealers, not gold dealers. 

Mr. Prins. Well, I think the merchant makes the customer. Dis- 
honest customers do not go to honest merchants. 

Dr. Dreyer. Why not? I could disclose a Uttle dirty secret of how 
people can avoid taxation, dealing not in single coins but in gold 
futures. 

Mr. Prins. But suppose we said to the dealer, before you cash in 
any gold, you have to get a verifiable name and Eiddress from the 
customer. 

Dr. Dreyer. That would be the same thing as producing an ID 
when purchasing a gun, right? 

Mr. Prins. Once again you are lumping the gold dealers in with 
the gun dealers. 

Dr. Dreyer. What I eun wondering about is whether it would be 
a good social policy to invade citizens' privacy in the sense of re- 
quiring them to carry an identity card in order to establish their 
identity when purchasing say, two gold coins. This question is 
beyond the pale of my competence. 

Mr. Prins. You tiy to get a check cashed when you have not 
shaved and are wearing an old shirt, and see what kind of personal 
identity you have to come up with. 
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Dr. Dreyer. If you want to treat gold like any other asset, then 
either you do away with cash transactions, in the same way you 
make people buy stocks and bonds — they are not paid for with 
cash, and therefore, they are traceable — or you just prohibit deal- 
ing in gold for cash. Otherwise, I doubt that tax laws can be en- 
forced. 

Mr. Prins. I think what the Bubcommittee is looking for is a 
middle ground. We are not ant^ld coin. But the Congress has just 
passed a huge tax increase, and you folks are coming in here 
saying, we want to come up with a whole new tax-exempt mecha- 
nism, and this subcommittee is saying, we are not sure we are 
ready to bite off on it. 

We are looking, and I think the chairman quite appropriately 
has stated, we are looking for a middle ground. We are not opening 
up a great new tax bonanza for x number of people in the country. 

Dr. Johnson. I share your concern. But this has been an issue 
which has been fairly well thought out. An entire commission has 
been devoted to this. As I mentioned in my testimony, there are 
some fireas that still need to be ironed out. 

We do Etcknowledge there may be some problem aresis in the tax 
law that must be worked out in detail in tax-writing committees 
which Treasury would be happy to assist. But we do not perceive 
any vast revenue losses associated with this particular proposal. 
And we do basically support the spirit of the legislation for the rea- 
sons I stated before. 

The distribution of the risk in this situation is totally wmmetric 
unless you have an inflationsiry bias in the economy. Therefore, 
there is no reason to expect under this piece of legislation that 
there would be any net revenue loss associated with the purchase 
and sale of gold coins. 

If you concede that there is an inflationary bias in the economy 
the monetary authorities are continuously inflating the currency 
then there could be a revenue loss associated with this proposal. 
But that is precisely what this legislation attempts to get at, some 
sort of protection from indiscretions by the monetary authorities. I 
think that is the purpose of the legislation. 

Chairman Annunzio. I will get on to another question. But I 
liked your phrase, Dr. Dreyer. You said "socially acceptable." 

Dr. Dreyer. About what? 

Chairman Annunzio. About the gold bullion dealers and the 
traders. 

Dr. Dreyer. No; I just said 

Chftirman Annunzio. Gambling, what phrase did you use? 

Dr. Dreyer. I said, unless you want to treat purchases and sales 
of gold coins the way you treat gambUng — unless you want to dis- 
courage them by using the Tax Code — I can see no reason for treat- 
ii^ gains and losses asymmetrically the way you treat gains and 
losses from gambling. 

Chairman Annunzio. I am not convinced, but I like that phrase, 
"socially acceptable," and "not socially acceptable." 

Dr. Dreyer. Well, it is clear that the Tax Code has a special pro- 
vision r^arding income from gfimblii^. Income from gambling is 
meant to be discouraged, and the tax laws are used to accomplish 
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this gOfU because they prevent people from deducting their losses 
from gambling. 

Chairman Annunzio. The point I am trying to make, if I heard 
you right — and I do not want the reporter to read it back — is that 
where you have legalized gambling in Nevada Eind where you have 
legalized getmbling in New Jersey, you cannot say it is not socially 
accepted. It is. They are doing a big business. You have, I think, 
more gamblers in this country betting on everything than you do 
bullion dealers. 

Dr. Dreyer. I would not know, sir. But I think that the apparent 
revenue loss is an optical illusion. 

Chairman Annunzio. Well, let us hope you are correct. But it is 
something that the subcommittee must look at. 

Dr. Dreyer. Sure. 

Dr. Johnson. I agree completely. 

Chairman Annunzio. Dr. Johnson, would this bill have an effect 
on our balfuice-of-payments deficit, if you know? And if so, how 
much? You must understand, you are before a House banking sub- 
committee. We are interested in deficits. It is our business. 

Dr. Johnson. That is right. 1 think, if anything, the bill might 
make gold coins attractive to gold purchasers intemationEdly, and I 
do not see that it would produce a balance-of-payments problem. If 
anything, it might produce the reverse of that. 

I will defer ttiat, too, to Dr. Dreyer, if he has any specific com- 
ment. 

Dr. Dreyer. No; I don't. I have not tried to estimate the balance- 
of-payments effect. I do not think it is possible to estimate it at this 
point. But it is clear that there would be some substitution of 
American Eagles for krugerrands, and to this extent, the kruger- 
rands, maple leaves, and other foreign coins would be partially at 
least, displaced. Thus, the outflows of funds, the payments for for- 
eign coins would drop. I don't believe I can give you an intelligent 
guess regarding the extent of this drop. 

Chairman Annunzio. Dr. Johnson, what do you estimate would 
be the demand for these coins? 

Dr. Johnson. It is difficult to say, really. I think it does depend 
upon the performeuice of the economy. As I mentioned earlier, I 
think in a noninflationary economy, there probably would not be 
much demand for the coins. This is just my personal opinion since 
the risks are equally distributed. There is no reason to believe that 
there would be a lai^e demand other than for collectors and the 
like. 

But in an economy which is inflationary, certainly gold coins are 
a way of protecting the purchasing power associated with transac- 
tions. I think there could be a large demand for coins if the mone- 
tary authorities were to let inflation rekindle. Otherwise, I do not 
perceive there being a dramatic demand as long as there is confi- 
dence in the currency and fiat money is accept^ in normal trans- 
actions. 

As a matter of fact, as ffu* as the characteristics of the coins rela- 
tive to paper currency, I would think people would prefer currency 
in a noninflationary environment. Otherwise, tieing a store of value 
in inflationary times, there should be increased demand. Exactly 
how much, I really could not say. 
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Chairman Annunzio. First, I want to welcome Mr. Hansen from 
Idaho this morning. He is a member of the full committee. 

Would you like to say somethii^ 

Mr. Hansen. I appreciate that, Mr. Chairman. I will be very 
brief. 

I Eim not a member of the subcommittee. Would that I were. But 
we are next door in another subcommittee meeting right now on 
national usury proposals, in which I know you are also interested. 

But I am a sponsor of this legislation. And our coUeEigue, Mr. 
Paul, was inadvertently detained on an airplane, and he fisked that 
I come by, I also flew all night to get here. Some of our people flew 
from out of town, you know how that is, Mr. Chairman. So I came 
to represent him as best £is possible for a few moments as one of 
the cosponsors of this legislation until he is able to be here for him- 
self to express his interest in this. 

And we appreciate the witnesses we have here today. And, Mr. 
Chairman, I appreciate your recognition of me for this statement. 
Thank you. 

Chairman Annunzio. We are happy to have you for a few mo- 
ments this morning. As you know, in our full Banking Committee 
we try to hear both sides and extend all of the courtesies we can to 
each other when we can. And I am delighted to have you here. 

I hope on the usury hearings you take into full consideration the 
rotten job done in the Senate last Friday. Ageiin, here is a bad situ- 
ation: legislation passed in 3 minutes that CEin affect usury interest 
rates in this country without a hearing — without a hearing, let 
alone debate. Without a hearing. 

So these are the reasons we must not rush through legislation if 
we are going to maintain what little respect we have left from the 
American public. 

Dr. Johnson, there are those who advocate that the United 
States take steps agfiinst South Africa for its apartheid policies. If 
this bill reduces the sale of South African krugerrands in the 
United States, would that be a useful signal to send to South 
Africa? 

Dr. Johnson. I am honestly not prepared to talk about our for- 
eign policy, and I do not consider myself competent to comment on 
that. 

Certainly, there is the possibility that there would be some sub- 
stitution, as Dr. Dreyer mentioned, of these coins for krugerrands. 
Whether that meets our foreign policy objectives, I have no way of 
commenting on. 

Chairman Annunzio. A number of other countries. Dr. Johnson, 
including England, Canadfi, and Mexico, issue gold coins. Should 
the United States not follow their example? 

Dr. Johnson. Well, I think if our intention is to produce another 
gold medallion-type coin, probably so. But I do not think that is the 
intent of the Gold Commission. 

I think the Commission's purpose was to create a preferred in- 
strument that would be allowed to circulate as an alternative to 
fiat money. I do not think that this coin would be attrsictive with- 
out the specific characteristics recommended by the Gold Commis- 
sion. It would be like any other gold coin distributed by Mexico and 
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the Canadians and South Africa unless it were given preferential 
treatment some way. 

Mr. Annunzio. Ms. Buchanan, could the mint meet the demands 
for these coins with its present personnel and facilities? 

Ms. Buchanan. Mr. Chairman, the mint would need an increase 
in staff. Of course, the number would depend upon the demand. We 
estimate approximately 25 to 35 people, depending upon the 
demand. With the present facilities, we would have to enhance 
them to some degree if the conversion portion of the bill were to 
remain there. However, this could be done, and we feel that tfaeee 
costs, of course, would be passed alo^ to the consumer, so there 
would be no additional expense to Treasury but that we could 
handle the program. 

Chairman Annunzio. We have a mint located in Philadelphia, a 
mint located in Denver, a mint located in San Francisco, and a 
mint located at West Point. Four mints. 

Ms. Buchanan. That is correct. 

Chairman Annunzio. Some 10 years ago, we were having a coin 
shortage, and I introduced a bill, I think, in two different sessions 
to establish a mint in the Middle West, preferably Chicago, where I 
come from. [Laughter.] 

Could you give me an idea whether conditions have changed 
since 10 years ago when I first introduced the legislation? 

Ms. Buchanan. Sir, the situation now is that 

Chairman Annunzio. And I want the record to show that the 
reason the legislation was introduced was because I felt Chicago, 
being the second largest financial center in the United States, and 
with the cost of shipping in bulk like we do, coins from Philadel- 
phia, Denver, and so forth, the cost was so great at that time and 
we were running into such shortages, I had statistics to show that 
the reduction in the cost would more than adequately pay for the 
minting. Has that situation changed any? Is the pressure still on 
from the Midwest, where they were short of coins of all types, nick- 
els, dimes, pennies? 

Ms. Buchanan. The situation presently is there continues to be 
increased demand, greater than supply for pennies only. We have 
quite substantial inventories of the other coins, so there has been 
no complaint by anybody that I am aware of, of any shortages in 
those oUier coins. It is just the penny. 

With respect to the possibility of going to a fifth mint, at present 
we have a plan, or we are lookii^ at a plan for 5 and 10 years 
ahead, and there does not seem to be any need to go to a fifth mint 
at this time, simply because of renovations. The modernization 
plan we are working on now allows us to mint more pennies with 
more advanced equipment rather than having to go to another fa- 
cility, sir. 

Chairman Annunzio. Our population keeps increasing in the 
United States. Our unemployment rate keeps going up. If the un- 
employment rate goes any higher, we will not need that many 
coins. We can perhaps shut down a mint in lieu of acquiring a fiith 
mint. I have no further questions. 

Mr. Hansen. 

Mr. Hansen. Will the Chair indulge me for a couple of brief 
questions, Mr. Chairmem? 
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Chairman Annunzio. Sure. 

Mr. Hansen. Ab I understand it, you basically support the thrust 
of this bill, Dr. Johnson. 

Dr. Johnson. That is correct. 

Mr. Hansen. And you do have some refining amendments that 
you note. And also, as I understand, you are not real pleased with 
the idea of having the smaller denominations such as the quarter 
and the tenth. Is fiiat correct? 

Dr. Johnson. Yes. I think the problem there is the production 
cost, the share of the production cost that would be inflicted on 
holders of Uiese low-denomination coins. As I mentioned in my 
statement the production cost component of the value of a quarter- 
ounce coin was 40 percent, which is substantial. 

Mr. Hansen. Do you not think the consumer, thoi^h, could well 
be the judge of that, to a degree? 

Yet, when we are talking about consumers, Mr. Chiiirman, we 
are talking about what people can afford, and there is a consider- 
able difference in cost between a tenth and a full ounce. And even 
if they use it for such things as jewelry, it still constitutes a form of 
golii ownership, and I am wondering if it would really present that 
big a problem with you. 

Dr. Johnson. There is a production efticiency issue here, and I 
will defer to the Treasury to comment on that. 

Ms. Buchanan. Sir, we would have no difHcultiea in actually 
manufacturing or producing these coins. The concern was, as Dr. 
Johnson pointed out, that they tend to be, at least history indi- 
cates, they tend to be used for such things as jewelry and there 
would be a substantial markup percentagewise over and above that 
which you would see in your half-ounce or your ounce. So we 
wanted to bring that to the attention of the Commission, but we 
are certainly capable of producing these coins if that would be the 
desire of Congress. 

Mr. Hansen. So all you are doing is alerting them to the fact 
that there would be a proportionately higher cost, maybe apprecia- 
bly higher, which may not be totally acceptable; but on the other 
hand, if I read consumerism right in this country, which is a little 
different than the hobby a few select people have made wilji kru- 
gerrands and so forth, it may be that we misread the tendency of 
the American people to buy the smaller ones for whatever purpose 
even though they do cost disproportionately more. 

Ms. Buchanan. Absolutely. 

Mr. Hansen. I notice, Mr. Chairmem, that the gentleman for 
whom I am acting as surrc^ate, has appeared. And I would like to 
advise the gentleman that the testimony of the Government wit- 
nesses I think has been completed. The Chair has pretty much 
completed his questions, and I was asking a couple of questions in 
an area where they felt there would be some question on the small- 
er denominations, the practiceility of that. 

And I think, Mr. Chairmem, I will defer to the gentleman from 
Texas. And I thank you. 

Mr. Paul. Thank you very much. I must apoI(^ize for being late. 
I was in an airport, tmd there was tog. 

Chairman Annunzio. I understand. 

Mr. Paul. Have you been there before? 
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Mr. Carman. He is from Chicago. [General laughter.] 

Chairman Annunzio. The fog does not hold us up, but the wind 
does. 

Mr. Paul. I want to express my appreciation first to the chair- 
man for holding the hearings. He is truly a man of his word. He 
said he would hold hearings for this bill, and he has. I deeply ap- 
preciate that. I appreciate the gentlemein from Idaho filling in for 
me as well. I do not think I have any specific questions right now. I 
think I understand generally that you do in many ways endorse 
the idea of a coin, but not the smellier coins. Is that generally the 
testimony? 

Dr. Johnson. We support the general thrust of the legislation, 
with some reservations about specific tax issues and the denomina- 
tion. 

Mr. Paul. Mr. Chairman, I do not have any specific questions 
right now. 

Chairman Annunzio. I have one more question of Dr. Johnson. 
On peige 4, the third paragraph, "Should the Congress decide 
against the tax exemption for the American eagle, the Treasury 
recommends that the entire proposal be dropped." Are you saying 
that unless there is an exemption, you do not want a gold coin. 

Dr. Johnson. Yes; I think that is correct. Our point simply is 
that we do not really need another gold medallion program. The 
Treasury does not efficiently provide a gold medallion relative to 
the private sector, and we think in the name of preserving taxpay- 
er dollars that this could be better provided through some other 
avenue. 

Now, the one thing we do support is the Olympic coin program. 
We are on the record for that, and we have very strong feelings 
about it. However, extending production to another gold medallion 
similar to the Olympic coin would simply be an extension of the • 
current progreun. 

Chairman Annunzio. Well, I thank you for your testimony this 
morning. Dr. Johnson, Dr. Dreyer, and Ms. Bucheman. I appreciate 
your being with us. The record will be distributed to the members 
so that they can familiarize themselves with your testimony. 
Thank you very much. 

I now call the members of the panel: Mr. Luis Vigdor, vice presi- 
dent, Manfra, Tordella & Brookes, New York; Mr. Edwin Vieira, an 
attorney, Washington, D.C.; Dr. Joseph Salerno, professor of eco- 
nomics, Rutgers University, New Brunswick, N.J.; Mr. Adna G. 
Wilde, Jr., president of the American Numismatic Association of 
Colorado Springs, Colo.; and Mrs. George S. Busiek, coin designer, 
from Dallas, Tex. 

I welcome all of you before the subcommittee this momii^. I 
have copies of your prepared statements. I ask unanimous consent 
that your entire statements be made a peu^ of the record, and you 
can each proceed in your own manner for approximately 5 min- 
utes, if you can consolidate your remarks. 

I will start with Mrs. Busiek from Dallas, Tex. 
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STATEMENT OF MRS. GEORGE S. BUSIEK, COIN DESIGNER, 
DALLAS, TEX. 

Mrs. BusiEK. Mr. Chairman, ladies and gentlemen, I am deeply 
grateful and honored to have this opportunity to speak to you on 
behalf of the coin design I have offered for use on the American 
eagle gold coin proposed by H.R. 60B4, introduced by the Honorable 
Congressman Ron Paul of Texas. I am truly convinced that you, 
this distinguished body, and your coUetigues in Congress possess 
the wisdom and courage to lead our Nation to a solution to this 
complex economic crisis, and as in the case of a criticEilly ill pa- 
tient, we trust the physician to perform the necessary surgery and 
administer the proper medication. 

It is a proven fact, however, that the will to live and the strength 
to survive comes from the spirit within, and this desire can be 
greatly influenced and nurtured by a loving, caring family and 
friends. This is why I am here today. You are the leaders, and I am 
simply a citizen of this great Nation. May this humble symbolic 
tribute in a place of high and lasting significance for aU the world 
to see represent you, our leadership, and all the caring citizens. 

As the painful economic recovery process begins, this symbol can 
be a meems of reaching out a hand to a lonely senior citizen, a man 
without a job, or an angry teenager questioning the future, to say, 
you are top priority, we care about you, take heart for there is 
hope, lliat tiny space on the surface of a solid gold coin could CEirry 
a powerful message. I urge you to seize this timely opportunity to 
give honor and encouragement to our families, senior citizens, euid 
young people as well, and as a timeless message of hope and 
strength, unity of purpose, and optimism for the future. That is our 
great heritage, and an example for the entire world. 

I would like to offer this design as a gift to the U.S. Government 
on a totally unconditional basis, with no desire for remuneration or 
personal recognition. This design is accompanied by letters of en- 
dorsement from a sample bipartisan cross section of distinguished 
citizens in order to show the enthusiastic reaction from the people 
it will represent. 

In addition, I have been told by bankers and numismatic experts 
that the design symbolism on a U.S. gold coin would greatly en- 
hance its marketability and cause it to be highly sought after as an 
investment, collector's item, and a gift for presentations and spe- 
cial occasions such as birthdays, christenings, anniversaries, bar 
mitzvahs, graduations. Mother's Day, Father's Day, Christmas, and 
so forth. 

I am mfiking this proposal to you as a private citizen, and my 
motivation is purely one of patriotism and a desire to be of service 
in affirming and encouraging the people of our great Nation. As 
you well know, people are much more likely to participate in a 
process they really feel a part of, so as an extremely important na- 
tional election year, let this dignified and history-making gesture of 
statesmanship be an assurance to the citizens of your commitment 
to working diligently for their best interests, in order that they 
may have pride and confidence in themselves, in you, and in the 
United States of America. 

Thank you very much for the privil^e of this oppwrtunity. 
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Chairmein Annunzio. Thank you, Mrs. Busiek, for your state- 
ment and your outstanding contribution. I commend you highly for 
a wonderful design and for all of the work and effort you have put 
in, the numerous organizations you have contacted, all of the en- 
dorsements. You are an example of what all of our citizens should 
be doing. You are thinking about the United States of Americfi, 
and I compliment you for that. 

Mrs. BusiEK. Thank you very much. 

[Mrs. Buslek's prepared statement follows:] 
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VaatlBony Off arad bs/ 

Xrs. Gaocge S. Bualak 

Tuesday, Saptambsr 28, 1982 

Bnbjscti H. R. 6D54, tha DBsriean Bagls 
Gold coin Act of 1982 
E«ctlen II - Tha nverae daaign 

Mr. CiMlEMni, Ladlaa and QantlaMn, 

I BB daaply fateful and henorad to have thla ofpartimlty to apeak to 
you an bahalf of the coin design I have offend Ear uae on the MIERICAH 
mclz GOU OOIW pitipQaed by B. R. 60S4, Introduced by the Konoirabls Oongcaaa- 
aMD Ron Paul of Taxaa. 

I ^ tiuly ooBvincad that you, thia dlatlnguiahad body and your colleguei 
In Ooograaa. poaaaai tha itladaa and ccoraga to lead our natloa to a solution of 
this coavlax sccncoic crisis and, aa In the case of a ecitically ill patient, 
«■ tiust the physician Co perfon the necessary soryery and adninlatar the 
prc^x Badlcation, It ia a proven fact, hOoavaT, that tjta nill to live and 
tha strength to survive combs fron the spirit vithin snd this desire can be 
greatly influenced and nurtured by loving, caring family and frienda. 

ntat la Hhy I la har« today. You are the leaders and I la siJiiily a 
citlian of this great nation. May this hunbla syabolic tribute in a place 
of high and lasting significance for all the world to aae. repreaant you, 
our leadership, and all tha caziiig eitlaens. Kb the painful sccncailc racovery 
prooaaa bagias, this syabol can be s neana of reaching out a hand to a lonely 
senior cltiaan, a lun without a job, or an angry teenager questioning tha 
futura. to say, "you ara top priority, ve care about you, tali* heart for thara 
ta hcpal" 

niat tisy space on tha surface of a solid gold coin could carry a pcater- 
ful neasaga, I urge you to aiaaa t^iia tinaly opportunity to give honor and 
encourageaent to our families, senior cititena and young people as well as, 
a timaleas Bassaga of hope and atrangth, unity of purpose and opttnism for 
the tvtuia that is our giaat heritage and eiasiile Cor tha entiia world. 
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I would Ilka to offor thla daalgn as ■ 
a«iit en a totally unccnditiooal baals with 
poEsooal noognitlcn. 

Iliia daiigii is accc^uniad fcy lettara of endoraoiant fztM a ampla 
bipartiBan croaa •action ol diatisgulahad oitizana in ocdai to ah» tha 
•nttiuaiaatic reaction Iron tha people it will rqiraaent. In addition, I 
hava bean told by bankaca and niBiamatic aiqwrta that the daaign'a ayaboliSM 
on ■ U.S. gold coin would greatly enhanoa it<a oxiElratability and cauae it 
to be highly Bought after aa an Inveatnant, collector 'a itaa and a gift foe 
praaantationa and apeoial occasiona auoh aa birthdaya, uuiivariaiiaa ■ Bar 
HitEvaha, graduationa, Hottaac'a Day, Patliai'a Day, Chriatataa, etc. 

I Ml Baking thla propoaal to you aa a private citiaen md ay notivation 
la purely ooa of patxlotian and daaire to be of aarvice in aftiiBiDg and 
•neouraglng the people of our great nation . 

It la tn plaaauie to plaoa this deaign into the haoda of tha aoat 
capable and talented Kb. Elisabeth Junea, the Oiief Sculptor and Bngravar 
of the D.S. Hint, for further daTelofBant if, at whicA tiae it ia indeed 
adopted aa tha ravarae deaign tor tha XBerican Gold Coin. 

Diank you vary audi for the privilege of thle epportunlty. 
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Chairman Annunzio. Our next witness is Mr. Wilde, president of 
the American Numismatic Association. Your entire statement will 
be made a part of the record, Mr. Wilde. You may proceed in your 
own manner. 

STATEMENT OF ADNA G. WILDE, JR., PRESIDENT, AMERICAN 
NUMISMATIC ASSOCIATION 

Mr. Wilde. Thank you, Mr. Chairman, tmd members of the Sub- 
committee on Consumer Affairs emd Coinage. 

I am pleased to be here this morning to express the views with 
respect to the proposed H.R. 6054, the American Eagle Gold Coin 
Act of 1982. 

The American Numismatic Association is an educational, non- 
profit organization. It is the largest and most active numismatic 
body in the world. The association offers membership to people 
who have a sincere interest in numismatics, whether they collect 
coins, paper money, tokens, metals, whether they are advanced col- 
lectors or those witii a general interest in the subject even without 
being a collector. 

The association was founded in 1891, and has more than 40,000 
members from every State in the Union and many foreign coun- 
tries. It was chartered for 50 years by em act of Congress dated 
May 9, 1912, renewed in perpetuity 1:^ an act of Congress on April 
10, 1962, and is a mutual organization for the benefit of its mem- 
bers. 

The American Numismatic Association is headquartered on the 
campus of Colorado College. The association employs a staff of 59, 
many of whom are experts in the field of numismatics. The govern- 
ing body is the board of the American Numismatic Association, 
consisting of seven governors elected at large, a vice president, and 
president. I serve as the president of that association, and it is in 
this capacity that I appear before you today. 

H.R. 6054 is an act that will afford Americsm citizens the oppor- 
tunity to purchase gold in quantities that any person can afford in 
lieu of purchasing like amounts from foreign sources. Annually, 
millions of dollars are added to the imbalance of payments through 
the purchase of South African krugerrands, Canadian maple lesL^, 
Mexican centennarios, and even the People's Republic of China is 
preparing to issue a gold noncirculating coin for sale in the United 
States. The new American E^le Gold Coin Act of 1982 will help 
stem the flow of American dollars overseas. 

With but one or two points of concern, I wholeheartedly sup[>ort 
the passage of this legislation. My prime area of concern is in the 
name "eagle". The act calls for the eagle to have a gold content of 
one fine troy ounce, and the coin will approximate the size and 
design of the 1908 double eagle. I feel that there will be an unnec- 
essary confusion in giving the name "eagle" to a coin that has 
always been known by size, weight, and denomination as a double 
eagle. The name "eagle" has been synonymous with the $10 gold 
piece since the denomination was introduced in 1795, yet this legis- 
lation calls for the $10 gold piece now to be called a half-eagle. 

I strongly suggest that serious consideration be given to the re- 
tainfige of the name "double e^le" for the 1-ounce piece and 
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"eagle" for the half-ounce piece, which it hae been known by since 
the establishment of the U.S. Mint. 

Similarly, the proposed quarter-ounce piece approximates the 
size of the old U.S. half eagle, and should be so named. The pro- 
posed one-tenth eagle is vei? close in size and weight to the old 
U.S. quarter-eagle emd should be so recognized. 

Another minor point of concern is that section II(cXl) calls for 
the obverse side of the design of the 1908 double eagle. I would like 
to point out that on this 1908 double eagle the ring of stars that 
composes the border of the design nimiber only 46. It was not until 
1912 that the draign was changed to accommodate 48 stars. We 
should not overlook this fact, and the number should now be in- 
creased to 50 to represent all of the States in the Union. 

In regard to the lesser weights, the reduction in size and des^ 
points out the need of the Treasury Department to enforce or have 
enacted stronger legislation prohibiting the reproduction of U.S. 
coin design. 

There is offered today in novelty shops and through advertise- 
ments in Sunday supplements reproductions of the $20 gold piece 
in miniature form. Some of these are reproduced in base metal 
that is gold plated, and others purport to be in fine gold without 
fineness actually being indicated. This could lead to confusion after 
the American Eagle Gold Coin Act of 1982 is enacted and the gold 
bullion coins made avfdlfible. Unfaniiliarity with the issue may 
lead unscrupulous promoters to pass off their imitations on unsu- 
specting buyers. 

Since 1982 represents the bicentennial of the Great Seal of the 
United States, it is most appropriate that the design appear on the 
reverse of this new coin. However, should consideration be given to 
a change in design in future years or for other denominations, the 
American Numismatic Association stands ready to furnish a panel 
of experts to serve on any design committee. Should the selection 
of future design rest with the Commission of Fine Arts, we would 
like to request serious consideration to be given to the naming of a 
qufilified numismatist to this Commission. All too often in the past 
coinage designs have been selected without consideration to numis- 
matic and technical prerequisites. 

I support the l^slation calling for the coins to be dated annual- 
ly and have an attractive design with an appealing motif 

I would be remiss not to express support for section III, which 
calls for the coins to be delivered to banks or other institutions and 
retailers for distribution and sale to the public. The Government 
cannot successfully distribute these if the sale is to be in the same 
manner as the American Art Medallions which were struck by the 
U.S. Mint in weights of one-half and 1 ounce but sold through a 
most cumbersome procedure which involved phone calls, visite to 
the post office, and delays in delivery of up to 8 weeks after pur- 
chase. I CEinnot emphasize enough that to be successful the sale and 
delivery of the gold coins must be simultaneous. 

The American Numismatic Association has four recommenda- 
tions: One, that the proposed coins be named the same as their 
predecessors were once in circulation, double eagles, eagles, half 
eagles, Euid quarter eagles; two, that the proposed design be modi- 
fi^ to recognize the 50 States of the Union, not 46, as in the origi- 
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nal design, and that in the future when designs are considered, the 
American Numismatic Association be consulted, and that a quali- 
fled numismatist be considered as a member of the CommisBion of 
Fine Arts; three, that stricter regulation and enforcement thereof 
be enacted prohibiting the reproduction of U.S. coin designs in any 
size; and four, that the sale and distribution of coins under the pro- 
posed legislation not be encumbered with procedures similar to 
those necessary to purchase gold under previous l^islation enacted 
under the American Arts Commemorative Medallion Series. 

Thank you, Mr. Chairman, for the privilege to speak for the 
American Numismatic Association and collectors of the United 
States. We stand ready to support this legislation. 

[Mr. Wilde's prepared statement, on behalf of the American Nu- 
mismatic Association, follows:] 
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STATEMENT OF ADHA C. HIUJE, JR., FRESIDEHT OF THE AMERICAN HUHISKATIC ASSOCIAIKM, 
AT A HEAXIHC BEFORE THE HOUSE BANKING SUBCOMMITTEE ON CONSUMER AFFAIRS AND 
QOmUX AT HASHIinTION, D.C., OH THE 2Sth OF SEPTEMBER. 1982. 

Mr. ChalTBU and Badwri of the Co^ttse on Banking, bnislng sod Urban 
Affairs, I BB plauad Co be here thli noming to express ny views vlth respect 
to the proposed H.R. 60S4 Amerlcsn Eagle Gold Coin Act of 19S2. 

The Aaertcsn Nuslsaatlc Associstlon is sn educatlonsl and non-profit 
orgaoltatlon. It Is the largest sad most active nimlsikatic body in the vorld. 
The aaaoclatlon offers aenberahlp to persons who have s sincere Interest In 
nuMieskstics. «hether they collect coins, paper money, token*, or nedals; 
whether advanced collectors or those who have a general interest In the subject 
wlthoue being collectors. The association w^s founded In 1891 and has ure than 
AO.OOO Benbera fron every state In the Union and nany foreign countries. It 
HU chartered for 50 years by sn Act of Congresa, dated Kay 9. 1912; renewal In 
perpetuity by an Act of Congress, on April 10, 1962; and Is s nutual organisation 
for the benefit of its nenbecs. 

the Anerlcan HuBlsmatic Association la headquartered on the ca^us of 
Colorado College In Ckilorado Springs, Colorado. The association e^loya a 
staff of 59, nany of whom are eiqierts in the field of nuBlenatics. 

Tha governing board of the American Numismatic Association coDslsCs of 
seven governoTS, elected st large, and a vlce-prealdcnt and president. I 
serve as the president of the association and it Is In thla capacity Chat I 
appear before you today. 

H.R. 6054 Is sn act that will afford Anerican cltlaena the opportunity 
to purchase gold In quantities that any peraon can afford. In lieu of purchaalng 
like avunta from foreign aources. Annually, milliona of dollars are added 
to Che tsbalance of payments through the purchase of South African krugerrands. 
Canadian maple leafs. Mexican cantennarlos . even the People's Republic of Chins 
la preparing an Issue of gold, oon-circulating coins for aale in the United 
States. The new American Esgle Gold Coin Act of 1982 will help stem the flow 
of American dollars overaeas. 

.Vlth but one or two points of concern, I Hholehc arced ly support the passage 
of thla legtslatloD. 

% prins area of concern Is In the nans "esgle." The act calls for tha 
eagle to have a gold content of one fine troy ounce and the coin will approx- 
inata the else and design of the 1908 double eagle. I feel Chst .there will be 
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aanacaasay canfualon In glvlBi tba namt "aacla" to ■ cola that hu alalia 
bMD kaoun by alia, iialght and daaoaliiaclini aa a "double casle." Tba nan Va(l'* 
haa bMO ajnuBTaDua vlth cba t«a dollar gold plcca alnca ctw ^noalnatlaB 
HW iDtroducad In 1795. Tat. tbla laglalacloo ealla for the ten dollv |Dld 
placa to new b« ealUd a "half aagla." 

I ■tTongly auUMt that aarloua conaldaraclon ba glvsn to the ratalnast of ^ 
■UM "doi^la aagU" for the one ouoca piece, and "eagle" for tha half nam placa 
utileh tt haa baea know by alnca the •atabllsl^nt of tha United Statea MiBt. 
Slaltaily. tba propoaad quartai ounce piece approxlaatea the b1» of tba old 
U.S. "half aagla" and should ba ao iiibi 1 The proposed "ona-tanth eagle" la 
vary cloaa In alia and weight to tha old Unitad Statea "quarter eagle" and 
ahouLd be ao racogniiad. 

Anothac alaor point of concarn la that Section II c. 1 calla for tha obvaraa 
aide to have tha dsalgn of tha 1908 double aagla. I t»ould like to point out 
that tha ring of atara that co^waa the border of thia dealgn m^nra only 
focty-aix and it waa not until 1912 that the dealgn vaa changad to acco^odata 
forty-alght atara. He ahould not overlook thla fact and tha nu^wT ahould ba 
Incraaaad to fifty to rapraaant all tba atataa In tba Unlos. 

In regard to tha leaaar uaighta, tha raductloo in alaa and dealgn. points 
out to a naad by tha Traaaury Oapartnant to anforpa, or have enacted, stron^r 
legislation pcohlbittng tha raproductloo of United State* coin design. 

Thare la offarad today In novelty ahops, and thrijugh advexttsewnts In St^af 
supplaaanta. raproductlona of the twonty-dallar gold place in nlnlature fota. 
Boaa of thaae are reproduced in baaa astal that la gold plated and othara 
purport to b* floe gold without any floanaia actually being Indicated. Thia 
could lead to confualon after tha Aaarlcan Eagle Cold Coin Act of 19B2 la 
anactad and tha gold bullion colna nada avallsble. t?nfaBlllarlty with tba laaoa 
■ay lead unscrupulous pronoters to paas off thalr Inttatlona on unauspacting 

Since 19SZ rapreaenta tha bicentennial of tha Creat Seal of the Ebitad 
Statea, it la aoat appropriate that this design appear on tha rareraa of tUa 
new coin. Howavar, ahould conaldsratlon ba glvan to a change la tealvi for 
future yeata. or for othar denominatlona, the Anar 
stsnds ready to furnish a panel of exparta to sarr 
Should tha lelactlon of future daalgn reat vlth tb 
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VDuld like to request aeiloua couidaratlon be given Co the nulng of ■ qual- 
ified QUBlematlat Co thli coviteeion. All to often. In the pait, colnate 
deslgne have been eclacted wlchout coaeideratlon to nuMleaatlc and technical 
pTexequlsltee. 

I euppart the leglelaclon calling for the coina Co be dated annually, and 
have on attractive deetgn with an appealing aitlf. 

I would be realaa not to exprBii aupport for Section 111 Hhlch calla for 
Che cotna to be delivered to benka, ocher lostltutlona and Tetallers for 
diBCElbutlon and aale to the public. The governMnc cBonot Bucceaafull; 
dlatilbute thcea If the lale la to be Id the sane Banner ai that of the 
Aoerlcan Ait Hedalllona idilch are acruck by the United Statea Hint In velghta 
of one half ounce and one suae*, but aold through a vat cuaberaoote procedure 
that Involves phone calla. vlslca to the poet office, and delays In delivery 
up to alghc meka after purcheae. I cannot e^baalia enough, thet to be 
aucceaaful, sale and delivery of tbcae gold colna Hist be alBultaneoua . 



kecqhmehdatiohs 

That the propoeod coin be named the at 
n circulation, "double aaglea," "eagles.' 



2. That the proposed d< 
the Union and riot forcy-alx 
when deslgna are conaldered, 
end that a qualified 
Floe Arte. 

3. That stricter leglalal 
the reproduction of United Sti 

i. That the aale 
tlon not be ancuabered with pi 
gold under prevloua leglalatli 
Hadalllon aarlas. 



Ign be Modified t 

with the oTlgli 
;hat the A^ricai 
: be considered s 



1^ aa their predecesaora that were 
' "half eaglea," and "quarcar eaglea." 
> recognize Che fifty atates In 
il deaiga. and that In the future, 
NuBlanatlc Association be coneulted 
c of the CoBilBSloa of 



on, and enforcsnant thereof, be enacted prohlhltln 
«a Coin dealgn In any size. 

Ibutlon of the colna under cbla propoaed leglsle- 
rocedurea alnllar to those necessary to purchase 
enacted under the Aaerlcan Arte Co^moratlva 



Thank you for the privilege to apsak for the Anerlcan NuBlaaatlc Association 
d collectore of Cha United Statea. We acand reedy to support this laglslaCian. 



Una G. Ullde. Jr.. Preaidant 

n NualawiClc Aaeoclation 
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Chairman Annunzio. Thank you, Mr. Wilde, for your very con- 
structive statement. 

Our next witness is Dr. Joseph Salerno, professor of economics, 
Rutgers University, New Brunswick, N.J. Dr. Salerno, it is a pleas- 
ure to have you with us this morning, and you may proceed in your 
own manner for about 5 minutes. 

STATEMENT OF DR JOSEPH SALERNO, PROFESSOR OF 
ECONOMICS, RUTGERS UNIVERSITY 

Dr. Salerno. Mr. Chairman and gentlemen of the subcommittee, 
in my view the American E^le Gold Coin Act is an extremely 
timely piece of legislation that may well serve to mitigate the 
worst efTects of a &ture inflationary destruction of the U.S. mone- 
tary system. 

The merest reference to the possibility of runaway inflation af- 
flicting the American economy tends to be summarily dismissed as 
unwarranted or even irresponsible and alarmist. Nevertheless, I be- 
lieve that reflection on prevailing economic and political reahties 
reveal that there are forces now operating which may point the 
U.S. economy down the path to hyperinflation. 

Before briefly enumerating considerations which lead me to this 
conclusion, I think it is important to understand the elementary 
lesson of theory and history that paper fiat money whose supp^ is 
controlled by a Government monopoly, as the case with our U.S. 
dollar today, harbors a built-in tendency to inflationary self-de- 
struction. The reason for this is that inflation, which is simply the 
creation of additional quantities of paper money, provides the Gov- 
ernment with a relatively costless and painless means of increasing 
its revenues, and thereby expanding its spending programs so be- 
loved by special interest groups and constituencies whose support is 
necessary for the incumbent government to remain in power. 

More importantly, since the process of inflation under modem 
monetfu? emd financied institutions is obscure and little understood 
by the public at large, the Government is able to shift the blame 
for the ever-shrinking purchasing power of the monetiuy unit and 
the corresponding erosion of people's real incomes and savings 
from itself to other groups and circumstances beyond its control. 

These scapegoats, unfortunately, are all too familiar: OPEC, mo- 
nopolistic corporations, powerful labor unions, spendthrift consum- 
ers, unfavorable weather conditions, and so on. On the other hand, 
increased taxation, which is the edtemative to inflationary financ- 
ing of expanding Government-spending programs, is much less pop- 
ular with the electorate as a whole precisely because it is obvious 
that gains won by the favored groups are directly financed by the 
higher taxes being extracted from the pockets of the rest of the 
population. 

I do not think it is unreasonable to infer from this analysis that 
government is an inflationary institution and to grant to such an 
institution the legal monopoly of issuii^ money is tantamount to 
institutionalizing permanent inflation. Indeed, this is the lesson re- 
peatedly illustrated in history, from smcient China to the modem 
market-oriented economies of the West. All have suffered through 
inflationary episodes to some degree or another. 
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As a very respected scholar in residence at the American Enter- 
prise Institute, William Fellner, has mentioned, there is "substan- 
tial element of truth involved in the assertion that fiat money has 
been misused in all history, has always led to the corruption of the 
currency." 

Without going into detail, I support a gold standard. However, 
considering the proposals coming out of the U.S. Gold Commission, 
it appears that the possibility of restoring such a standard is 
remote. Therefore, I believe that the American Eagle Gold Coin 
Act, while it does not represent a restoration of a genuine gold 
standard which will terminate permanent inflation, does provide a 
vital form of insurance agmnst the worst effects of a paper fiat 
money regime. It does this by returning a part and possibly all of 
the Government gold hoard to private hands in a form conducive to 
use as alternative money, that is, in the form of coins. 

It is precisely in a hyperinflationary scenario, the scenario of a 
runaway inflation, that the American Eagle Grold Coin Act will 
prove vitally useful. It will provide people with a readily available 
alternative currency to the hyperinflated paper dollar. As hyperin- 
flation proceeds, individuals will begin to utilize the coins first as a 
means of payment stipulated in their credit contracts, and later eis 
money in current transactions. I see that enormous losses in effi- 
ciency, production, and living standard which typically attend the 
retn^^reesion into barter after runaway inflation will be partially 
mitigated. 

In fact, it was the ready availability of the precious metals and 
the gold-backed dollar in 1923 which prevented the German infla- 
tion from being a much worse calamity than it actually turned out 
to be, but let me mention very quickly that the reasons why I feel 
we are on the verge of a runaway inflation include the large defi- 
cits looming before us which will increiise by some estimates to 
$155 billion in 1985; also, to the recent movement and pressure put 
on the Fed to push down interest rates by "loosening credit." Bills 
have been recently introduced in Congress which would mandate 
that the Fed eschew any further attempts to control monetary ag- 
gregates and to implement a policy to push down interest rates. I 
feel this is extremely inflationary. 

Third, I believe that with the possibility of a collapse of the inter- 
national Emd domestic flnancial systems looming, that the Fed will, 
given such an occurrence, bail out the international financial 
system, and this eigain will be another factor adding to inflation, 
and I see these things developing possibly in the next few years, 
and I think it is important to get this l^islation implemented. 

Thank you. 

Chairman Annunzio. Thank you. Dr. Salerno. 

Our next witness is Mr. Edwin Vieira, Jr., attorney, Wfishington, 
D.C. Mr. Vieira, you may proceed in your own manner. 

STATEMENT OF EDWIN VIEIRA, JR., ATTORNEY, WASHINGTON, 
D.C. 

Mr. Vieira. Thank you, Mr. Chfiirmem. 

I appreciate the opportunity to testify this morning in favor of 
H.R. 6054. 
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For the information of the subcommittee, I am sm attorney Bpe- 
ciali2ing in l^al economic problems involving issues of constitu- 
tional law, and for some time recently I have been interested in 
monetary matters, and earlier this year I submitted to the Gold 
Commission a study on the constitutional law of money. 

From the perspective of monetary economics, H.R. 6054 repre- 
sents the first practical step in what hopeiully will be the rapid 
and complete transition of this Nation's monetary system from one 
based on fiat currency with l^al tender chfiracter but irredeem- 
able either in gold or silver to one based upon coins of precious 
metals and from one in which a quasi-governmental central bank 
manipulates the quEuitity and quality of money according to politi- 
cal expediency to one in which the people of the United States 
themselves determine the quantity of money they require accord- 
ing to economic reality, secure in the knowledge that the quality of 
that money is a fixed attribute of its own natural properties and 
not the result of the policies of politicians and pressure groups. 

From the perspective of monetary law, which is my concern, 
H.R. 6054 represents the first step in what hopefully will be a 
series of congressional acts reaffirming and reapplyii^ basic consti- 
tutional principles, the neglect of which by the National Govern- 
ment since 1933 has led inexorably to the monetary chaos that now 
threatens this country with financial collapse. 

I would like to talk about three interrelated aspects of the bill. 
First, the legal economic nature of the proposed gold coinage, 
second, the constitutional stature of these coins, and third, the 
practical effect of the new coinage within the existing monetary 
system. 

First, by removing American eagle gold coins from the reach of 
national. State, and local taxation, section VI of the bill unequivo- 
cally defines them as money in contradistinction to metals or com- 
memorative pieces or various other commodities that may have 
been fabricated of precious metals but were not intended to circu- 
late as a medium of exchai^e in commerce. The principles that all 
forms of this Nation's money should maintain parity of market ex- 
change value among themselves has been a basic element of con- 
gressional policy since before the first Coinage Act in 1792. 

H.R. 6054 merely applies this principle to American eagles. I say 
merely because it is a relatively simple legal principle with very 
important economic effects in terms of the use of these coins as a 
medium of exchange. By mandating the coinage of American eagles 
in gold and permitting the marketplace to determine their vslue, 
qufuitity, and acceptability in commerce, sections II, IV, and V of 
ti\e bill unequivocally satisfy the standards for money under Arti- 
cle 1, Section VHI, Clause 5 of the Constitution. 

That is quite important, because in essence section H of the bill 
is a policy statement that reverses the rather ill-advised and quite 
illegal policy that from 1933 to 1968 gradually replaced constitu- 
tional money of the precious metals, gold and silver, with 1^^ 
tender, fiat currency of irredeemable paper. 

Section Il(aXl) of the bill establishes the fine gold content of the 
coins in units of weight, the constitutional value of the coins under 
article 1, section VUI, clause 5. However, section IV (a) leaves to 
determination by the market at prices according to the coin's rela- 
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tive weight, according to gold bullion sold on the commodity ex- 
change and so on. 

I mil not get into a debate with the gentleman from the Treas- 
ury as to whether the appropriate price to use is the one from the 
commodity exchange or some other market determined place. The 
important thing is that by edlowing the market to set the value of 
these coins, the bill will permit the new coinage to circulate simul- 
taneously with Federal Reserve notes, avoiding the problems of 
under and overvaluation of currency that has plagued the bimetal- 
ic system when Congress itself attempted to fix by statute the var- 
ious exchange rates between gold, gold and silver, and gold, silver, 
and national paper currencies. 

This simultaneous circulation will be a vital prerequisite for eid 
eventual smooth transition from the irredeemable fiat currency to 
precious metal as the basis of the Nation's monetary system. 

Section V (a) of the bill reestablishes free coinage, another one of 
the key elements of the constitutional monetary structure. 
Through fi^ee coinage, that is, a system whereby individuals can 
bring bullion to the Treasury and receive coins paying solely for 
the mintage charges, the market determines the quantity of gold 
money in circulation according to the economic needs of society as 
a whole, undistorted by what we all appreciate are the often emtiso- 
cial political influences of special interest groups. 

If, as seems quite likely, the authorization of these coins initiates 
competition between them and Federal Reserve notes as media of 
exchange and if, as also seems likely, a significant segment of do- 
mestic commerce chooses gold rather than paper as a monetary 
standard, then the provision for free coineige will enable society 
through its own initiative, without any further governmental 
action, rapidly to procure coinage of precious metals sufficient for 
its needs. 

This, too, will facilitate the inevitable retirement of paper fiat 
currency in favor of precious metal. 

Now, section II (e) is a consequential one because it limits the 
l^al tender character of the gold coins to transactions among pri- 
vate parties. How does it do that? Because the bill provides that 
"nothing . . . shall prevent the use of coins . . . for the payment of 
private debts," and because individuals enjoy the privilege of struc- 
turing commercial relations around contractual gold clauses. The 
effect of section II (e) will be to permit private parties to stipulate 
that American eagles will be_ legal tender in respect to their own 
transactions. 

So, insofar as the market accepts American eagles as currency, it 
win treat them as "legal tender" perforce of ' gold clauses" and 
other devices without any governmental edict to that effect. On the 
other hand, section II (e) disallows the use of American eagles as 
l^al tender, that is, forced payment for public debts, public 
charges, taxes, duties, or dues are concerned. This, however, does 
not disable the National Government as a matter of law or policy 
or certainly the State governments as a matter of constitutions 
right as well as policy from voluntarily accepting or demanding the 
new gold coinage in payment of such public debts. 

In any event, the limitation of legal tender character is wise in 
economic principle even though perhaps not necessitated by any 
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constitutional provision, because historically legal tender laws have 
too often served to expropriate wealth from one segment of society 
in order to redistribute to another, not on the basis of the relative 
contributions of the groups but instead on ihe basis of their raw 
political power. 

If American eagles are, to use an old phrase, "as good as gold" in 
the market's estimation, the market will accept them without the 
coercion of l^al tender laws, and if the market finds them unsuit- 
able for commercial purposes, it will ultimately demonetize them 
by economic action notwithstanding anything the Congress may 
say in the statute. 

Third and last, the introduction of these gold coins pursuant to 
the mcindate of section IVA of the bill that they "shall be sold to 
the pubhc," presumably for Federal Reserve notes, as a practical 
matter will render the Federal Reserve note at least quasi-redeem- 
able in gold for the first time since 1968. 

To be sure, this limited redeemability wUl not be "dollar for 
dollar," and therefore it cannot literally satisfy the obligation this 
country has assumed in permitting the issuance of these notes by 
the F^eral Reserve System, and it will not extinguish many seri- 
ous l^al problems surrounding Federal Reserve notes and the Fed- 
erai Reserve System but it will render the Federal Reserve note no 
longer a strictly fiat currency and initiate competition between 
paper and gold under circumstances in which the National Govern- 
ment will be required by law to provide American eagles in such 
quantities as is necessary to meet public demand, that is, I assume, 
to the extent the public desires to hold gold aa opposed to Federal 
Reserve notes. 

In sum, it is my behef that H.R. 6054 can and wiU make a signifi- 
cant contribution to the resurrection of this country's monetary 
system on sound economic and constitutional principles, and I urge 
the subcommittee to act favorably upon it. 

Thank you, sir. 

Chairman Annunzio. Thank you very much. 

[Mr. Vieira's prepared statement follows:] 
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STATEMENT OF EDWIN VI&IRA, JR. 

M r. Ch*lnn«n and Mawbera of the Subcommittee ! My name la 
Edwin Vleira, Jr. I tun an attorney with a nationwide practice 
■p«cialisin9 in legal -economic problems that raise fundamental 
issue* of constitutional law.-' For some time, I have been 
particularly concerned with monetary affairs. Earlier this year. 
I submitted to the Onlted States Gold Connlssion a detailed study 
of the constitutional law of noney.-=' Today, pursuant to the 
kind request of the Chairman of this Subcommittee, I appear here 
to testify In favor of H.R. 6054, the American Eagle Gold Coin 
Act of 1982. 

pro* the perspective of monetary economics, B.R. 6054 
represents the first practical step In what hopefully will be the 
rapid and complete transition of this country's monetary system 
froB one based on ' flat currency* with legal-tender character but ' 
irredeemable in either gold or silver, to on* based on coins of 
the precious metals, and from one in which a guas 1 -governmental 
central bank manipulates the quantity and quality of money 
according to political expediency, to one In which the people of 
the United States themselves deternins the quantity of money they 
require according to economic realities, secure In the knowledge 
that the quality of their money Is a fixed attribute of Its own 



\/ See Resume, attached hereto. 

2/ The Monetary Powers and Disabilities of the United Stats s 
ConsTTtution ; A Study in~ gonBtltutlonal L aw Jrepared for the " 
nnited ' stliteB Sold Comalaslon (8 Feb. 19?7T thereinafter cited i 
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na:tural propartlea, not the result of the capricious policies of 
politicians and pressure-groups. 

From the perspective of nonetary law, B.R,. G054 represents 
the first in what hopefully will be a series of Congressional 
acts re-afficnlng and -applying basic constitutional principles 
the neglect of which by the national govarnsient sines 1933 has 
led inexorably to the nonetary chaos that now threatens this 
country with financial collapse. Three interrelated aspects of 
H.li. 60S4 deserve close attention; naasly, Ilf the legal-economic 
nature of the proposed "American Eagle" gold colnsi (11) the 
constitutional stature of these coinsi and (iii) the practical 
•ffect of the new gold coinage within the existing nonetary 
systen. 

First, by removing American Eagle gold coins fro« the reach 
of federal, state, or local taxation. Section 6 of H.S. 6054 
unequivocally defines those coins as 'money*, in contradistinc- 
tion frosi 'nedals*, "conuneinoratlve pieces', or other coMnoditiea 
adventitiously fabricated of precious metal but not Intended to 
circulate as a medlun of exchange In commerce. The principle 
that all Corns of this nation's money should maintain parity of 
Market exchange-value among themselves has Informed Congressional 
policy since before the first coinage-act in 1792.-'^ H.R. 
S0S4 merely applies this principle to American Eagles. Thus, the 
bill recognizes that, because Ajnerican Eagles are "noney*, *[a]ny 



2/ IW*D at 61-69, 85-91, 113-58, 216-22. 
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gain or loss derived from Itheir] aal* [or] •schang**-^ for 
the standard currency in circulation today, federal-reserve notes 
(PRMs), tfould reflect sivply a market re-adjuataent of 
parity between the coins and the notes, which re-adjustment would 
occur only if the national government had theretofore failed to 
Maintain that parity itaalf by properly regulating the supply of 
PSKS relative to the new gold coinage. Basic considerations of 
fairness nllltate against panallilng with taxation Individuals 
who ostensibly 'gain', or rewarding with deductions those who 
seemingly 'lose", because the government is unable or un- 
willing to maintain monetary stability.-'' Similarily, 
R.R. 6054 recognises that, because American Eagles are "money*, 
any 'sale, exchange, or other disposition' of them for a non- 
monetary commodity would be economically identical with the 



4/ B.R. 60S4, 97th Cong., 2d 8ess., s 6(a). 

5/ The verbs 'gain' and 'lose* appear In quotation marks, 
^cause their applicability in any specific situation under 
contemporary circumstances Is questionable and problematical. Poi 
example, if an individual exchanged 500 FRHs for 1 gold Eagle, 
and some time later exchanged that Eagle for 1000 FRKs, a 'gain* 
would exists on paper . However, if during that time the general 
price-level computed in FRHa rose, the 'gain' in terms of market 
buvlnq-power might be significantly less than Tt appeare3 to be, 
and could even amount to a loss. FRNs are statutory 'obliga- 
tions' of the Dnlted States. 12 D.S.C. S 411 (1976). Constitu- 
tionally, taxing at 100% a purported 'gain* froa the exchange of 
two national currencies, ons a commodity-money and the other a 
paper criiligation, when that 'gain' may be signElclantly less than 
100% or even constitute a loss, raises perplexing problems under 
the Due Process Clause of the Fifth Amendment. See Perry v. 
Onlted States, 294 U.S. 330, 348-5B (1935). 
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purch«B* of that omMMdity with fRNs. But puccbaoea oC cok- 
■odltiaa with PRHa and othac curranclas hava navar baen treated 
aa transactlona generating "gainlaj" or "loaalea]" aubject to tax 
by the national governaent, and could not conatltutionally be so 
traatad by state or local govarnMants.— Basic considerations ot 
practicality require that all forms of tha nation's currency be 
equally fitted for coBaarclal transactions, rather than unequally 
hindered by discriminatory policies of taxation. That fl.R. 6054 
thua exempta the acquisition and use of Anerican Bagle gold coins 
fron taxation bespeaks the full nonetary nature of these 
coins.-^^ 

Second, by siandating the coinage of American Eagles in gold, 
and permitting tha marketplace to determine their value, quant- 
ity, and acceptability in conDnerce, Sections 2, 4, and S of 
H.R. 6054 unequivocally satisfy the standards for 'Money*, under 



^ State and local taxation of exchanges of one currency of the 
national government for another would constitute intolerable 
interfecenca with the exercise of Congress' power over money. 
ISl' '-q" HcCulloch V. Maryland, 17 U.S. (4 Hhaat.) 316 [1819). 

2/ Tha bill does, however, contain an ambiguity needful of 
eorraotlon. The language of Section 6[ai that *[a]ny gain • • • 
■hall not ba recognized as a capital gain* leaves open the 
Intacance that a "gain" could be recognized as ordinary income , 
and taxed as such, mils, of course, would increase, not relieve, 
the burden of taxation. Therefore, the Subcommittee should 
ooniider anendlng the section to read (In pertinent part): 
* ■ * * shall not ba recognised as a gain or loss of any kind * * 
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Article I> Section 8, Clauae 5 of the Conatltutlon.— '^ Purautint 
to that pcovisionf gold and silver constltuta the only subatancaa 
froai which Congress may constitutionally 'coin Koney* with full 
legal-tender character.-/ Section 2 of the bill thus revecses 
the ill-advised and illegal policy that, from 1933 to 1968, 
gradually replaced constitutional 'Honey* of the precious Metala 
with legal-tender 'flat currency* of ircedeenable paper, '=^ 
Section 1(a)(1) of H.R. 6054 establishes the fine-gold 
content of the American Eagle and derivative coins In units of 
weight. The constitutional 'value* of the coins under Article I, 
Section B, Clause 5 of the Conacitution, however. Section 4(a) of 
the bill leaves to deternlnation by the narlcet at prices 'according 
to [the coins'] relative weight of gold, equal to the price of gold 
bullion sold on the CoBBodlty Exchange*. In the first Instance, 
these prices will be expressed in terns of PRNs, not In tsrvs of 
the constitutional standard of 'value*, the silver dollar. — ■ 
Bowever, because efficient aarlcets exist for the nutual exchange 
of Pmta and silver dollars, the overall effect of Section 4(a) 



lin Money, regulate 



9/ HPfcD at 56, 76-81. 
10/ Id. at 223-63. 
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will b« to pcmlt tha matk*t to *r«9ulat« the Valu** of Aaerican 
Baqlea as «g«inat silver dollaca on a daily basis. Even without 
rasuarptlon of tha coinag* of standard silvar dollars, this 
proctdura will constitute as clos« to perfection of 'regula- 
t[ion)* of *Valu«* undsr the Constitution as la probably 
possiblt.^^ Horaovar, it will paralt the new qold coinage to 
circulate siBultanaously with PBMs, avoiding the probleafi of 
under- and over-valuation of currencies that plagued the 'biae- 
tallic systea* whan Congress itself attested to fix by statute 
the various ex change- rates between gold, silver, and national 
paper currencies. — ' Such siaultaneoua circulation will be a 
vital prerequisite for an eventual aaooth transition froa 
irredeenable ' flat currency* to precious aetal as the baaia of 
tha country's >onetBry systea. 

Section 5(a) of B.R. 6054 re-establishes "free 
coinage', another of the key eleaents of the constitutional 
Monetary structure.-^-' Birough "free coinage", the Backet 
determinas tha quantity of gold [oc silver) aoney In circulation 
according to the real econonic needs of the people as a wholei 

13/ See id. at 61-69. 

13/ Interestingly enough, R.R. 6054 embodies tha original, but 
unadopted recMnmendatlon of the Select Coaaittee on Coins of the 
Bouse of Representatives of 1S31, a racooBandation the wisdom of 
which the history of the- bimetallic system later proved. See Id. 
at 131-32. 

14/ See id. at 56-58. 
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undlstorCed by the often ant 1 - social political influ«nc«s of 
narrowi self-intecested special- interest groups. -^^ If, as seens 
likely, the authorisation of American Eagles initiates com- 
petition In commerce between FRNs and gold coinage for preference 
as the medium of exchange} and If, as seems equally likely, a 
significant segment of domestic coanerce chooses gold rather than 
paper as its monetary standard; then the provision for 'free 
coinage" will enable society — through Its own initiative, and 
without relying on further governmental action -- rapidly to 
procure coinage of precious metal sufficient for Its needs. 
This, too, will facilitate the inevitable retirement of paper 
• flat currency* In favor of currencies composed of, or fully 
redeemable in, gold [and, perhaps later, silver). 

Section 2(e] of B.R. 6054 limits the legal-tender character 
of American Eagle gold coins to transactions among private 
parties. Because the bill provides that *{n)othlng * * * shall 
prevent the use of such coins * * * for the payment of private 
debts", and because individuals enjoy the privilege of struc- 



15/ Of course, the national government will also be able to 
participate in the generation of coins, by Itself minting: (1) 
gold bullion already In its possession, pursuant to Section 5(b) 
of the bill) (ii) gold bullion It acquires by taxation of 
individuals In kind; or (iii) gold bullion it purchases with 
funds, presumably FRNS, It raises through taxation or borrowing. 
In the broadest sense, however, these forms of governmental 
actl'On are not only compat ible with market-activity, as tradi- 
tionally understood in this country, but assumed to be inherent 
in such activity, in the sense that the market presupposes an 
orderly society of lawa based upon a government that can tax, 
spend, and own property. 
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tuclng thttlr conmercial r«lationB acound contractual 'gold 
clauses*,-=^ in effect Section 2(e) pemlta private parties to 
stipulate that American Eagles will be legal tender In respect of 
theic own transactions, tn so far as the market accepts Aavclcan 
Eagles as currency> then, it will treat them as 'legal tender* 
perforce of 'gold clauses' and similar devices, without any 
governmental edict to that effect. On the other handi Section 
2(«) disallows the use of American Eagles as legal tender — ■ that 
is, forced payment — where 'public debts, public charges, taxes, 
duties, or dues* are concerned. This, however, does not disable 
either the national government (aa a matter of policy), or the 
state governments (as a matter of constitutional right, as well 
aa policy),—'^ from voluntarily accepting, or demanding, the new 



16/ See Act of 28 October 1977, Pub. L. 9S-147, S «(c), 91 Stat. 
T227, 1229. On the history Of the 'gold-clause* problem, see 
HPtD at 234-38. 

17/ On the unlimited constitutional right oC state governments to 
tax in whatever medium they see fit, notwithstanding legal-tender 
laws of the national government, pee Lane County v. Oregon, 74 
D.S. (7 Hall.) 71.(1869), analyaed Tn WPtP at 202-03. 
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gold coinage in payncnt of such debts. — In any event > the 
limitation oZ legal-tender character for Aserican Eagles ia wise 
in econoaic principle^ even though not necessitated by any 
constitutional provision. '^^ Histoclcallyr legal-tcndec laws have ; 
too often served to expropriate wealth fro« one segKent of society 
in order to redistribute it to another — not on the basis of the 
relative contributions of each group to the production of goods 
and services for the cawounity, but instead on the basis of the 



IB/ The bifurcated legal-tender effect of Section 3(e) might 
appear dlscrlHinatory and unfair, at first glance. For Instance^ 
assume an individual with SlrOOO in FRHs exchanged them for 
American Eagles when the 'price' of each coin in Section 4(a) of 
B.S. 6054' was S500. If the Individual then incurred a tax- 
liability of $1,000, when the 'price' of each Eagle was less than 
$500, he would seemingly suffer a 'loss* ( seemingly , because the 
variation in enchange-rate between the two currencies might also 
reflect a drop in the general price-level). Thus, by depriving 
the Bagle of legal-tender character, the bill in this instance 
appears to injure the holder of gold. This conclusion does not 
follow. For, even if the Bagle had legal-tender character, its 
'price' on the day the individual paid hia taxes — and, there- 
fore, its value for paying those taxes — would be the (lower) 
market price on th^ Immediately preceeding day, not the [higher] 
price on the much earlier day when he made the original exchange. 
So, unless the statute were to invest each Eagle with an immut- 
able legal-tender value as of the day of its original acquisition 
by the holder, the absence of legal-tender character would not be 
Important economically. Moreover, constitutionally. Congress may 
not 'regulate the Value' of gold coinage in such a manner as 
knowingly to over- or under-value it as against other national 
currencies. See KPtD at 61-69 and, mutatis mutandis , 70-76. 
See alBO the discuaslon of the revaluation of gold coinage 
pursuant to the Coinage Act of 1S34> ^ id, at 127-47. 
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appropriating group's raw political power .^^ If Aacrican Bagles 
are, indeed, 'as good as gold* In the narltet's estimation, it 
will accept them as such without the coercion of legal-tender 
laws] and If the narket finds then unsuitable for coaaercial 
purposes. It will ultimately deoonitize then by econonlc action, 
notwithstanding any contrary statutory pronouncenents. 

Third and last , the introduction of American Bagle gold 
coins pursuant to the mandate of Section 4{a) of H.R. 60S4 that 
they " shall be sold to the public* (presumably for frns) as a 
practical matter will render the frh at least quasi -redeenabla in 
precious netal, for the first tine since 1968.^^ To be sure, 
this United redeenablllty will not be 'dollar for dollar*, and 
thereby cannot literally satisfy the 'obligation* the United 
States has assumed in permitting the emission of these notes by 



20/ Indeed, the chaotic economic consequences and injustice of 
tender laws ware the primary motivations behind the careful 
delineation of monetary powers and disabilities In Article I. 
S 8, CIS. 2, 5, and 6 and Article I, S 10, cl. 1 of the Consti- 
tution. See MPSD at 3-29. 

21/ See id. at 223-63. 
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tM P«dttral Reserve Systea (PR3).-^ H«lther will It extlngulBl) 
tlM RUiny serious constitutional problens surrounding PKNa^^ and 
tha PRS itself.-^ However, tt will render tha FRN no longer a 
strictly * f iat currency', and Initiate competition between paper 
and gold under clrciunstances in which the national government 
will be required by law to provide Anertcan Eagles 'in such 
quantities as {the Secretary of the Treasury] determines to be 
necessary to meet public demand' — that is, to the extent the 
ptAlic desires to hold gold, as opposed to PHHs,— ' 

In SUM, B.R. 6054, the Anerican Eagle Gold Coin Act of 1982, 
can make a significant contribution to the resurraction of this 
country's monetary system on sound economic and constitutional 
principles. ^^ I urge this Subconmlttee to act favorably on it. 



22/ 12 U.S.C. S 411 (1976). 
23/ MPbD at 263-82. 

_J4/ Id. at 282-95. 

2W B.R. 6054, 97th Cong., 2d Sess., S 2[d). The law presumes 
Tnat governmental officials do their duty. E.g. , Butt v. 
Stranahan, 192 U.S. 470, 496-97 (1904). Therefore, the Secretary 
presumably will acquire gold bullion sufficient to provide 
Aneclcan Eagles for all who want them. 

2g/ See HPKD at 29S-30S. 



,dbyG00gIe 



RESDME 
NU«i Dr. Edwin Vi«lra, Jr. 

Born : 27 September 1943, Fall River, Hass. 

Marital Statue ; unnarried 
Education ; 

College: Barvsrd College, Cambridge, Mass. (1961-1964) 

Courae of Study ; chenletry 

Academic Diatinctione: National Science Foundation 
Itesearch Grant, 1962r 
Harvard-NSF Grant, 1963j 
Harvard Research Grant, 1964 

Decreet A.B. ( cum laude), 1964 

Graduate: Harvard University, Graduate School of Arts and 
Sciences, Department oC Chemistry, Cambridge, 
Hass. (1964-1969) 



Academic Distinctions: NSF Pce-doctoral Fellowship, 
1964-1965] Harvard Teachng 
Fellowship, 1965-1966t 
National Institutes of Health 
Pre-doctoral Fellowships, 

1966-1969 

D»gr«esi A.M., 1966t Ph.D., 1969 

Thesis; 'Tetrodotoxin: A Synthetic Approach' 

(studies in the aynthesis of tetrodotoxin, 
the nerve poison of the Japanese puffer 
fish) 

Lawt Harvard Law School, Cambridge, Hass. (1970-1973) 



,dbyGoogIe 



Acadenic Dletinctions: Sanuel Wllliaton Competition, 
First placer AmeE Competi- 
tion, Seni-Finallst; 

National Hoot Court Conpeti- 
tion 

Degree: J.D. (cua laude), 1973 



Staff Attorney, National Right to Work Legal Defense 
Foundation, Springfield, Va. {1973-1975). Consultant 
to National Right to work Conmittee and National 
Right to work Legal Defense Foundation {1975 to 
date). 

Assistant Professor of Law, Hake Forest University 
School of Law, and Research Director, Haka Forest 
Institute for Labor Policy Analysis (1975-1976). 



, Dnited States Department of Labor {1982 



Henber of the Bars of Maryland) the District of 

Columbia) the United States Supreme Court) the United 
States Courts of Appeals for the Fourth, Eighth, and 
the District of Columbia Circuits) and the United 
States District Courts for the Districts of Maryland 
and the District of Columbia. 



Publications; 



"Of Syndicalism, Slavery and the Thirteenth Amend- 
ment! The Unconstitutionality of 'Exclusive Repre- 
sentation' In Public-Sector Employment*, 12 Wake 
Forest L. Rev. 515 (1976). 

"Exclusive Representation versus Freedom of Petition 
for Nonunion Public Employees — A Study in Ir- 
reconcilable Constitutional Conflict*, 1977 Detroit 
College of Law Rev. 499. 



,dbyG00gIe 



Book Review, T.R. Haggard, CoBipulsoey UnionlsDi, the 
HLRBi and the Courts i A Lwgal Analysis o£ Union 
Security Agreements, 29 S. Carolina L. Rev . 473 

(1978). 

Book Review, Governvent by judlclaryi The Trans- 
foraatlon of the Fourteenth Anendnent . By Rsoul 
Ber<|er., Law t Liberty , VOL 4, No. 3 (Pall 197B). 

'Rights and the United States Constltutioni Hie 
Declension froa Natural Law to Legal PositlvlSB*, 13 
Georgia L. Rev . 1447 (1979). 

"To Break and Control the Violence of Faction* i The 
Danger to Representative GovemweKt'Troa Cowpulaory 
public-Sector CoUectlve ftaroalnlnq TTaTrTSxl 
Foundation for Advancenent of the Public Trust, 
19B0). 

'Extension of the National Labor Relations Act to 
Public Sector Enployment : Radical Change or Capstone 
to Revolution?', 1 Governpent Onio n Rev . 23 (Winter 

1980). 

Book Review, Injunctions and Labor-Disputes: 1880- 
1932. Part Ii What the Courts Actually Did ~ and 
Why. By Sylvester Patro., Law t Liberty , vol. 5. No. 
2 (Winter 1980). 

'Compulsory Public Sector Collective Bargaining! The 
Trojan Horse of Corporativism', 2 Government Unio n 
Rev . 56 (Winter 19B1). 



"The Syndicalism of the Intellectuals: A Commentary 
on the Role and Purpose of the AMsrlcan Intelllqent- 
3l« in Promoting Socialism in the United States*, e 
J. of Social , Political and Economic Studies 269 
T195T) . ■ 

icy Powers and Piaabllltlee of the united 

— '- ■- ■ "--iy In CmbH '-''"— -' ' — 

rja-ecTTToi 



'Compulsory Public-Sector Collective Bargaining In 
the United States Supreme Court: Perry Education 
Association v. Perry Local Educators' Association ', 
Cover nae nt~Dn Ion Rev . 43 (Spring 19B2). 



,dbyG00gIe 



BrieCa aufitted to th« Supre»« Court of th« United Staf ■! 

City of Madison, Joint School District No. B v. Hisconsln 

Biployaent Relations Coaa'n, No. 75-946 (October Tarn, 1975} 
(brittf yicus curiae on behalf of Public Service Beseacch 



, Ro. 77-4B (October Ten*, 1977) (brief on 



, 79-75 (October Term, 1979) (brief on behalf 
. 1979) [brief on 



, No. 81-1119 (October Ters, 1981) (brief on 
r»). 

Perry Education Aaa'n v. Perry Local Educators' Ass'n, Ho. Sl-896 
(October Ter>, 1981) (brief aaicua curiae on bebalC of Public 
Service Bescarcb Council). 



.ibiGoogle 



Chairman Annunzio, And now our last witness is Mr. Luis 
Vigdor, vice president, Manfra, Tordella & Brookes, of New York. 
We welcome you to the subcommittee. Your entire statement will 
be made a part of the record. 

STATEMENT OF LUIS VIGDOR, VICE PRESIDENT, MANFRA, 
TORDELLA & BROOKES, NEW YORK. N.Y. 

Mr. ViGDOR. Thank you. 

Mr. Chairman and distinguished members of this subcommittee, 
I feel very honored in having this opportunity to express the views 
of my firm of Manfra, Tordella & Brookes £ind my personal views, 
£md also I am a member of the National AsBociation of Coin & Pre- 
cious Metal Dealers where I am one of the directors. They have 
asked me also to mention that they share my views. 

We feel very qualified in being here, mainly because we operate 
continuously in buying and selling gold coins. We feel we are the 
largest U.S. gold coin dealer in this country. We have the largest 
volume. I am totally submerged in this business from the morning 
to the evening, many times 12 hours a day. Therefore, I honestly 
want to give my real contribution to this subcommittee. 

I am in favor of the Americem eagle. I would like to go to our 
sales. I will briefly cover my paper here. I will not read the whole 
thing. I would like to just expedite it. 

The sales of MTB annually between silver and gold coins — and 
eigain, we only move physical material — exceed a quarter of a bil- 
lion dollars. We also note that we sold assorted gold coins and gold 
bars in the number of about 556,000 pieces. Looking through my 
statistics while I was preparing this report, I noticed that only 6.6 
percent of this figure constitutes American gold coinage. I think 
this is one thing I would like to impress on the subcommittee: how 
little American gold coins are being sold right here in the Unitad 
States. 

The trading of gold in this country has become a major industry 
since legalization of gold in 1975. The public mostly buys gold 
coins, they do not buy gold bars, although you have some people 
who will buy gold from the futures market. There is presently no 
U.S. bullion coin available, amd they have obviously no other choice 
than goii^ to the current foreign gold coins available. 

The second question at this particular point comes that the Gold 
Medallion Act, which, in my opinion, right from the very b^in- 
ning, was not properly conceived, has never been able to make a 
dent in the powerful kri^errand meu-ket. We can see this from di- 
minishing sales already from the very first introduction of the one 
ounce all the way down to the next ounce and half-ounce. You 
have the Anderson and the Gather, absolutely no sedes, no activity. 
We don't see a secondary market. 

As soon as these were issued, we tried to make a secondary 
market. We placed them in the computer screens. We published 
the prices through the Reuter system, and absolutely did not have 
a reaction from the public. Therefore, we come to a point where we 
have absolutely no U.S. competitor against the krugerrand and the 
other gold bullion coins in this country. 
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I wanted to trace back a little bit into history and show you why 
the American public was treated unfairly after 1933. Before that, 
everyone was asked to send in their $20 American gold coins eind 
they got paper money. Foreign banks did not do so because they 
suspected that gold would be revalued, and that is why most of our 
supplies, which, unfortunately, are diminishing right now, of U.S. 
corns came from foreign banks. Foreign central banks were sitting 
on American gold coins. The reason is they never sent them in for 
redemption since prior to the Second World War. 

So gold was now revalued to $35 an ounce, and in the process, 
after having placed this high price on gold, a lot of foreign govern- 
ments sent their gold to the United Stetes and we bought it all at 
that remarkably high price. They considered that the United 
States was totally overpaying for gold. Therefore, you hiid a process 
of changing hands from mostly European governments all of the 
way to the U.S. Government, who in turn accumulated possibly the 
lai^est gold hoard in the world, which got very close to 700 million 



Time passed by. We went through the depression and the Second 
World War. We got to the Korean war, and fdl of a sudden the 
price of $35 an ounce, which was still maintained for governments, 
became vety attractive. Things had changed around. Now we see 
that our gold was being repatriated at the original prices of $35 an 
ounce to the tune that we lost in the process about two-thirds of 
our national gold hoard. 

France staled the repatriation. They had an excess of dolleirs, 
and all of the other countries came in. If you look at charts, you 
will see that central beuik holdings of gold decreased dramatically 
right after 1933, tuid in the process in the fifties they picked up, 
and right now we have come to the point where we have about 270 
million ounces of gold left, and the rest has been distributed to 
other governments. 

This was finally stopped by President Nixon, and the gold was 
revalued to the $42 area. Here comes tiie situation. Gold all of a 
sudden was being auctioned off. The American people did not 
really have access to these auctions because of the size limitotion. 
The minimum order size took them totally out of that. Before, 
when gold was being sold at $35 an ounce, they had no access be- 
cause they were not central banks, so they were eliminated in the 
process. 

After this entire situation the Americans sterted to sense that 
the dollar was getting very weak and was losing buying power 
from one day to the other, and little by little, the Americans start- 
ed to buy and become collectors because they could not buy coins 
for their bullion value before 1974. They had to declare themselves 
collectors. They would come to our counters smd say "I am a collec- 
tor," and what did they have available? We had American gold 
coins, we had English sovereigns, we had at the time t^e French, 
the Italian, and all of the different gold coins from other countries, 
including also the Mexican 50 peso, the earlier one, the one minted 
between 1921 and 1931. 

As the dollar got weaker and as dollars were being refused — the 
acceptance of dollars -was being refused overseas — the public over 
here bought more gold coins, to the point that at the end of 1974, 1 
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feel the period of the real gold rush arrived in this country. This 
was just before legeilization. 

And in 1975 after legalization, the krugerrand was allowed to 
come into this country. This coin has already been established in 
Europe very well. They sold millions of them m Germany and Eng- 
land, and then all of a sudden they started with a very strong ad- 
vertising campeiign in the United States and millions of dollars 
were pumped into the market, and we have now created a house- 
hold word, "krugerrand," all over the country. 

We had other governments copying this. We had the maple leaf 
from Canada, the chervonetz from ^e Soviet Union. We had the 
new Elizabeth sovereigns from Great Britain. The Franklin Mint 
came in with their gold pieces, and Engelhard came in with a pros- 
pector. In addition to that, we see that — and here I would like to 
point out that Treasury is recommending not to make the smedl 
gold coins — Canada will issue in October, that is, on the 17th of Oc- 
tober, amaU gold coinage. They will have the quarter maple leaf, 
and the one-tenth maple letif. They are bypassing the half. They 
are issuing that because of a tremendous increased demand in the 
overseas market. 

The People's Republic of China is coming out with a total series 
of gold coins. They are starting out with 1 oimce and going down 
the line, the same as the krugerrand. I have attached a pamphlet 
for illustration purposes so you can see the products we have on 
the market. 

I feel that we have already missed the boat when we came out 
with the Medallion Act because the des^ was wrong, the name of 
the country was not on there, the fineness was not on there, the 
weight of the medallion w£is not on there. And we expected this 
medallion to come in and replace all of a sudden the massive 
amount of krugerrands, maple leafs, and Mexican 50 pesos. We 
missed the boat there. 

When I was invited over here and read this biU, I said, thank 
God, maybe we have now the opportunity to come back and bring a 
true American bullion coin into the market. I would just like to 
read this sentence in full: "The most powerful country in the world 
should not depend upon foreign gold coinage. It has the gold; it 
should use it to promote trade and produce profit." 

I would like to go one step further, and this is not in the record 
here. When the Soviets got into power, history showed one of their 
first orders of business WEis to create the mining of gold and to 
stimulate the mining of gold. We have in this countiy neglected 
the gold minii^ industry. I feel that gold mining shoiUd start all 
over again. There is plenty of gold in this country and plenty t»f 
American gold can get out of the ground if the Government comes 
and starts buying at a gufufuiteed price the ounces being extreicted 
here. 

This is beside the point, but here again, it would be something to 
go against the theory that Treasury gold holdings will be depleted 
tf too many gold coins are being sold. Let's start mining American 
gold again. 'Hie eagle, in my opinion, if it comes into being as ex- 
pressed in this bUl, will wipe out Canadian maple leaf, krugerrand, 
and every coin in sight to the tune of 75 percent. The same situa- 
tion, believe it or not, will be abroad. 
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I think there is a total void in not having an American coin over- 
seeis. People depend, eigmn, on krugerrands, maple lesifs and gold 
bars. If an American gold coin is exported, we would have interest- 
ed countries right now with a heavy import of gold coinage, such as 
Japan and Hong Kong. It is interesting, by the way, that the coun- 
tries where taxation all of a sudden was imposed on gold coins, 
great drops in sales were experienced. The moment they started to 
tax the krugerrand in Germany, the sales were dead. The same 
thing in Switzerland. 

I feel elIso that the coin should be legal tender. I don't think we 
should come out with a medal again even if we want to give it 
some different design and reading and all kinds of different as- 
pects. Personally I feel legal tender has to be on that particular 
coin. The generic name, yes, it doesn't have to be a dollar denomi- 
nation. It could have the name of the gold eagle, which I think is 
perfectly acceptable. We could eilso use the neunes of liberty, we 
could use America, we could use U.S.A. We could call it the one 
liberty gold, one America gold, or U.S.A. gold. 

Distribution should go through the banking system. The Federal 
Reserve bank should distribute it fill the way down through the 
banking system, and the pricii^ should also, in my opinion, be gen- 
erated at the Federal Reserve bank level. The Federal Reserve 
bank has ample facilities to trade currencies. They are totally in- 
volved in trading foreign currencies and they could also be trading 
gold coins. 

On the sales tax exemption, I am fully in favor. I am agmnst the 
city and State sales tax because this prevents companies like ours 
and others ft*om operating in their own States and cities, and they 
have massive competition from meiil orders. 

Chfiirman Annunzio. Could you wrap that up, Mr. Vigdor? 

Mr. Vigdor. I am almost finished. 

And finally, the tax exemption on capital gains — and I want to 
drive this point very carefully here because it may be miscon- 
strued. The tax exemption on capital gains will create an influx, 
and I am talking about here stagnsmt money, stagnant cash which 
is sitting all over the country and all over the world against the 
exchange of stagnant gold which is sitting either at Fort Knox or 
other depositories. 

I finally believe, representing MTB and myself, the United States 
will become the new gold trading center of the world. It will re- 
place Zurich and London, and I believe nothing would be better to 
commemorate the freedom we have of the American people buying 
EUid selling coins than coming out with a true American bullion 
coin to symbolize this freedom which in msuiy countries the people 
do not have. That is my statement. 

[Mr. Vigdor's prepared statement, on behalf of the firm of 
Manfra, Tordella & Brookes, follows:] 
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The hnBrican Eagle Gold Coin Act of 1982 

SUtsBBnt PreBentsd by Hanfta Totdclla C Brookes, Inc. 
Luia Vigdor Vice Fiesident, 
30 Bockefeller Plaza, 
H«w lork, K.Y. 10020 

Hr. ChainBjn and diitinguished membera of this coBoittee. 

I feel very honored in having the opportunity of axprasaing 
Che vlewa of wy flm, Hanfra TordallB B BtooIccb, Inc. on 
the iaportant subject of the creation of the Aaericaii Gold 
Bagle. 

He feci specially qualified in thia aubject, because of our 
vast experience in the gold coin bullion field. Just to 
give you a gliapae on our daily activities, let ve state 
that MTB is vithout any question the largest trading house 
in United Statea Gold coins in this country. 

Out Annual salea volume of coatiinsd physical gold and 
silver products exceeds a quacter billion dollars. 
In 19B1 vt sold SS6,300 -assorted gold coins and snail bars. 
I Bust sadly point out to this conmittee that from this 
figure, only 6.6* were United States Gold coins that 
leave* lu with the fact, that 93.4% of the other products 
were Banntactursd In foreign c 

n the U 



This leads us to the first question as to vby ie tbsre no 
mlted States bullion coin available to the D.S. public and 
to the world market. 

nia second question irtiich coo** to nind is irtqr is there 
only a Gold Medallion Xct which, in our opinion, does not 
have the propei ingredients to Canute, or even make a 
dent In tba powerful Krugerrond narket. 

M, at NIB, feel very strongly about the absolute lack of 
presence of a United States gold coin in the bullion 
market. All we can find at present ie the traditional 
Onited EtBteB gold coins which were dlscontinlMd snd 
witMcBwn fro* circulation in 1933. 

Let's look at what actually developed after 1933 - lAen all 
the ItMrlcan p<d>llc was asked to tum in tbslr gold coins 
In exchange for paper money i 
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Xft«E th* rad«imition of ttim O.S. gold coin*, tU* country 
procBadad to ra-vaXue gold at 35 dollBn an ounca, and thii 
naw prlca cauaad aany countrias, larga and null, to 
aell ua thalc gold at this attcactiva level in the 
procaas.tha U.S. acquired the largest gold board In tba 
■oEld and their gold raaarvas axceaded 750 sillicn ouncas. 

Xftar a long deprassion. Nor Id Mar II, and tha Koraan war, 

gold was again in the news, and the 35 dollar price per 
ounce vBs now again attractive to foreign govamnenta who 
were the only ones allowed to buy It at this level Their 
Central BanXB had been overBtocklng in V.S. Dollara, irtilch 
slcwly had been accumulating during thlB period. lUs was 
tha acanario befora tha great sale of our gold. 

The lata Charles DaGaulle itartad the nm on iMhalf 

of the BanX of Trance. Ha were now witneaalng a 
re-patriation of tba gold ve bought in tha 30*S or a 
total transfer of wealth from one country to another. 
Two thirds of onr national gold resarva was lost during 
this period. 



This drainage was finally stopped by President Vixon 
by re-valuing gold to 42 dollars an ounce and no longer 
selling it to Central Banks against our dollar*. 



United Btatas gold was later aold on niaarou* occasion* 
at official gold auctions, and again we Bust say that 
although it was sold at the tree Barket levels, Most 
went to foreign Isuyere. 

We are not here to lo^ at the peat gold sales, and are 

in no poBition to Bay If the price of 35 dollars an ounce 
paid for most of it wbb luatlfied Na Bust, at this tlM, 
point out that the man on the street tha average tJ.f 
cltiten, never had a chance to buy any of it. At the 35 
dollars level he «a* not allowed to huyi since 1^ was not 
a Central Bank. At later a.S Auctions th« >iiiliiBi asnunts 
offered econoeiically aliBlnated at least 99.9* of the U.8 
public. 



Sensing the IntematlMua Markets, AMarioans vara 
becoming mors aware of the exiatence of gold. Do not 
forget that -we had two 'goldleBs' generations in this 
country that 1b, since the thirtiea until legalisation 
in the seventies. Before legalization a vary active gold 
coin market had been in tha making for many years and ao- 
called 'collectors' war* allowed to buy gold coins minted 
before 1933 for -collecting purposes only. Rte monitoring 
of this market was left to tha now extinct Office for Gold 
•nd Silver Operatione bare in Naahington. 
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ka thm U.S. Dollar bacaas *or« vuliwrabla to Inflation, 
tba gold coin buying by the public Incraasad. nw popular 
gold couis In the days prior to legalizstion were our U.S. 
Double Eagle 20 Dollar pisce, the Sngllsh Sovereign and 
>OBt EUTO-pean ffold ooina with the I.Btin Union Stan'dard 
(mocb lapolaooB, SiriaB vr«neli«a, Itailian 20 Lir«B «tc.). 

In MTly 1974 the Office for Gold and Silv<ar CfuationB 
allcwad the sale of Rastruck Gold Coins [coins struck 
batora 1933 heing minted again by the Baaa foreign 
comtiy, using the original restrike date) and by far 
the Boat popular coin becaae t?ie Austrian 100 KMrona of 
1915, and its EDaller denomination cousins the Ducat 
■eria*. Following closely was the old standard in the 
Industry the Mexican 50 Pesos Killlona of coins vere 
l^ortad and sold dujring that year and in our opinion, 
tha real gold nuh In this country was in 1974. 

After lagalizstion, tha alraady papular Krugarrand bacaae 
the ainglc, noBt sold coin In this country and to this 
data baa no covfietition. Massive amounts of advertising 
dollari have bean' spent by the South Africans since 1975, 
Mdtlng tha Krugarrand a new household mrd in the taacicao 

Rils succasa triggered tha introduction of new gold coinst 
tha Maple I>aaf froo Canada The Russian Cberronatz frosi 
tha Boviet Union, The Onza seriea from Mexico 
tha Elisabeth Sovereign fr-:si Great Britain and iiiiaai iiiia 
l*»ues froa private mints, tha Franklin Hint gold places, 
and the Proapactor aariaa ttam Bigalhard. 

Rm D.B. fiovamant also contrihntad to tha long list of 
coopeCitora by producing the American Arts CoMaasuratlva 
■arias, which in «saance waa a program daalgnad to Barkat 
1 oc and 1/2 OS gold ■adallions. 

tHa have attached to this report our Sold PaapbUt tor 
Illustration purposes. You will find liatad in Uw aama 
aU of tha Hajor bullion coins traded in tha world) .* 



Ms faal that thla country had the unique oppor t unity of 
proAuoing an JUMrlcan alternative to tha Xrttgarrand and, 
dus to Blreuwstances unknown to ua, introduced Into the 
MTkat a prodoct, which froa tha vary start, had no chance 
at all. 

Tha Jverloan Isgle Sold Coin Act of 1982 B.x 6054 »ay give 
us tr« opportunity one aora tiae to aaka our D.S. Sold 
Coin the new atandard in the world. The tradltioosl f20 
Doid>l« Xagle which started in 1849 left a legscy of such 
Ijiportaiwe. Als lagaoy should be brouoht hank tn Ufa. 
iiRaCalned in the files of the subcommittee. 
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lb* Bett potnrful country in the world mhould not dapand 
on foreign gold colnaga. It has tha gold, and It should uaa 
It to prcoote trade and produce profit. 

Our fink haa bean, in tha Forsign Exchange and Gold buainess 
for Bany yeara, and «• have handled jiut aboot every sold 
coin traded in quantity on the international narkets. 



If* feel qualified to suggest that the Anerican Gold Eafle 
can and will raplace 75% of all the foreign gold coins now 
being traded in this country. 

It baa an equal opportunity to do so on the overseas 
nackats, idiere a United States gold coin would be far aore 
popular than the Krugerrand or the Canadian Haple Leaf, 

It is imperative that the coin be considered Legal Tender, 
and that its value would have a direct relation with tha 
daily gold price fixing by either the U.S. Treasury or the 
Federal Reserve Bank. 

The colna should have no dollar dencoiinatlon, but they 
should be known with a generic naae which will identify 
then. Ne feel that the na^ Gold Eagle is acceptabl*. Other 
naves could be Liberty, imerica, DSA. For exaiple, a one 
ounce coin could ba called 'One Liberty Gold, or Cne 
taerlca Gold, or One nax Gold" 



n>ey should be Bade available through the Banking systea, 
aikd priced on a dally basi*, or on an Instantaneous basis, 
parallel with gold and foreign exchange, niis trading 
would be done at the Federal Deserve Kank level down to 
its ae^Mr banks. 

A dual buy and sail price aysteB mist be available during 
all trading hours. Selling gold coins la not a one-vay 
■traet, aa tha buyer >any times becoaes a seller. 

k ready nsrket is key to tha success of the this coin. 

A buy price froei the sourca will give thla coin credibility 

and strength and allcw trading to r^aaln stable. 

He balleve that an Investnent in gold should not carry 
tha burden of a sales tax. We consider the sales tax issue 
a great disadvantage In any stat«, which in turn loses 
busineBS troii these *out of state* nail order expirations, 
coopeting against local, astsblisbed businesses. 

Ms also see tha unique opportunity offered by the other tax 
axenptions. Stagnant noney will be returned to the U.S. 
Treasury in exchange for stagnant gold now sitting in Fort 
llnox or othar depositories. Ma feel that billions of 
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AolXara aan bc-pnt to work by effsctlng this •xcbanga. 
80B> aay call it blaacblng of capital*. Ha tfoold call it 

Aa a final co^Mnt, NIB baliovea that tha Obitad etata* 
will bacona tbe naw gold trading canter in the world, 
by taking away the lead frca such financial eantara ■■ 
Zurich and London. Nothing would coapliaent thia fact 
■ore than the creation of a true U.S. bullion coin for 
ita citizens. Thia would ayaboliza tha true freedoa we 
Imericana enjoy irtiich, unfortunately, the people of soaw 
other countries do not have. 

Riank you vary twch. 

Chairman Annunzio. Theuik you, Mr. Vigdor, for your excellent 
statement. 

This morning I am going to ask Mr. Paul to question the wit- 
nesses, and before he does, I want to say to him that I am delighted 
we have had these meetings on his gold coin hill. 

Ron Paul is a veiluable member of our subcommittee. He might 
he of the opposite party, but he and I have been able to trust each 
other, work together, Euid I shall always cherish that camaraderie 
that we have enjoyed on this subcommittee. It is a genuine pleas- 
ure for me, Ron, to cooperate with you in having these hearings 
and your spearheading the hearing today. So I would like for you 
to proceed. 

I want to inform the panel we are not through with our ques- 
tions. I have questions for the other group that left. We will write 
to you if we have questions we want answered. This record will 
remain open Euid you will be given an opportunity to answer ques- 
tions also for the record. 

Mr. Paul. 

Mr. Paul. Thank you very much, Mr. Chairman. Again I would 
like to express my appreciation to you for having the hearings and 
being patient with my tardiness today. I deeply appreciate it. It is 
true we have been able to work rather well together. 

There was an expression of concern about the bailing out of all of 
the international debt that exists in the world. There is a portion 
of the Monetary Control Act that I think will be used to accom- 
plish this, and that happens to have been one bill that very few of 
us in the Congress opposed. I believe both the chairman and I are 
on record aa being in opposition to that piece of l^islation, which I 
consider to be bad legislation. 

I would like to compliment the panel for coming and for their 
outstanding testimony. I don't think I have too many challet^^ing 
questions, but I do have a few. 

Mrs. Busiek, I would like to express my deep appreciation for 
your fine work. I think your art work is fantastic. I don't know 
what we can call the coin. I guess it could still be called a double 
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eagle. There are at least two eeigles on there, so I imagine we could 
work the name problem out. 

I am interested in Mr. Wilde's opinion about the drawing here as 
far as the possibility for a coin. Do you have an opinion? 

Chairman Annunzio. Before you answer that question, I would 
like my colleague to know that when he calls that a bad piece of 
l^pslation, I call it the worst piece of legislation we have enacted 
in the last 20 years. 

Mr. Paul. TTiat is pretty strong. 

Mr. Wilde, I wondered about your opinion. Would you be happy 
with the coin as Mrs. Busiek has designed it? 

Mr. Wilde. I think she has done an excellent production of what 
could be there. The only point I made is the Great Seal would be 
appropriate, as suggested to you, since it is an anniversary year. It 
is something new to me and I do like her design, yes. 

Mr. Paul. Another suggestion that has been made since there is 
a timing problem, and Treasury expressed it, I believe. In 1986 
there is a 100-year anniversary for the Statue of Liberty, and 
others have proposed that maybe on one side of the coin we would 
have a Statue of Liberty. But that could be in combination with 
something like this. I think everyone who has seen this drawing 
has been very much impressed with it, and I think that if we are 
going to have a coin, it might as well look nice. If we have a medal- 
lion, again, that is unattractive, I don't think many people are 
going to be too interested in it. 

I have a specific question for Dr. Salerno. We have a recommen- 
dation by the Gold Commission that the coins would be exempt 
from taxation. How critical is that? Do you think that if we could 
not get that portion of the bill passed so they would be exempt 
ftx>m either the sales tax and/or the capital gains tax, would tlus 
still be a worthwhile project to go through with, or do you thinli 
liiat takes away most of its punch? 

Dr. Salerno. I think it really does take away most of its punch. I 
think it would be marginally worthwhile. If it is going to be taxed, 
there will be problems getting it into circulation and having the 
wide demand that I think is important so that in fact it can be 
refidy to serve as an alternate currency. 

Mr. Paul. On the question of replacing gold, this was discussed 
at the Gold Commission and some were very concerned about what 
would happen if some of the gold supplies were depleted. Would 
3rou have any objection to either allowing those reserves to be de- 
pleted, or if the Treasury under current law could replace those, 
would you have any objection either way if they allowed them to be 
depleted or, if they felt more secure, by replacing the amount of 
gold? 

What is your opinion on that. Dr. Salerno? 

Dr. Salerno. I would have no objections to the Government liter- 
ally selling off its gold stock, letting it run down and getting it 
back into private hands. I don't think I would want the "Treasury 
replenishing the stock unless it was to be a first step to redeemii^ 
the dollar in terms of gold. In that case I could see the purpose, but 
I think it should be gotten back to the public as it was before 1933 
where it will do its moat good. 
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Mr. Paul. Also, Dr. Salerno, and Mr. Vigdor maybe ceui com- 
ment on this, do you think it is pretty important that the number 
of coins would be unlimited rather than limited? There have been 
some proposals that there be so many million minted per year. 
WouldJi't this distort the competition if we had a coin only in limit- 
ed quantities? It would be hard to compare the American double 
eagle to the krugerrand. 

Mr. Vigdor. I feel the limited number is usually a gimmick to 
sell numismatic coins. I think here we are talking about something 
entirely different. We are talking about a bullion coin which we 
are trying to give to the American people, and everyone who wants 
it and has the ability to buy it, even if they can buy one-tenth of an 
ounce, they should be able to do it. I don't think there should be a 
limit £18 to how man^ coins should be produced each year. 

Dr. Salerno. I think the limit would be a gimmick which would 
give it a value above the value of the gold that it contains, and I 
would be opposed to that. 

Mr. Paul. So you would emphasize the importance of allowing 
an unlimited supply. 

Dr. Saleeno. Yes. It would be Uke a medallion if you had a limit- 
ed supply. 

Mr. Paul. Mr. Vigdor, do you think with the legislation as it is 
we would overcome the problem of developii^ a secondary market? 

Mr. Vigdor. Yes, absolutely. In my report I absolutely recom- 
mend that there has to be a buy-back by the issuer. Therefore, a 
hank should have the means of going back to the Federed Reserve 
and selling 1,000 or 2,000 coins they may have purchased that par- 
ticular day. Buyers at some times become sellers and they have to 
have the ability to go back. You cannot expect private industry to 
be able to absorb all of these coins. Therefore, I think a posted 
price every day, a buy and sell price has to come through the chan- 
nels by Federal Reserve, maybe by Treasury, where you say, all 
right, the eagles today will cost 445 on the bid and 447 on the sale 
side. That is the wholesale going right down to banks and that will 
create the secondary market. If that price is too low, the secondary 
market will push it up tmd pay more for that, tt would be an inter- 
esting experiment. 

Mr. Paul. What do you think would happen to the sales of the 
South African krugerrands if we held a coin like this on the 
market? Do you think we could take away most of that meu-ket, at 
least a portion of it? What would likely happen? I know there is a 
lot of anti-South African sentiment that exists in the Congress, and 
some people like to think that if we were able to compete adequate- 
ly with South Africa, it would be to our beneHt. 

Mr. Vigdor. I think even without trying we would eliminate the 
sales of South African krugerrands in this country if you have the 
tax benefits attached to the purchase. If you have no tax benefit, 
you will still sell coins, and I believe you will sell coins to the tune 
of 2 million or 3 million pieces a year. But then krugerrands, 
maple leafs and Mexican wiU coexist. 

Mr. Paul. Do you think that becaiue it is an American coin and 
a good-looking one, we would bring some new people into the 
market, those who might be less sophisticated about gold and 
silver? Do you think it would bring in people just for the fact that 
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it is an American coin, a nice coin, and just out of patriotism and a 
desire to buy an American coin, we might get American individ- 
uals buying who have not bought before? 

Mr. ViGDOR. We have many customers who will not buy a kru- 
gerrand or another foreign coin, and I feel that these very same 
customers who are buying right now American double eagles, they 
will actually go to the extent and spend 30- 40- 50-percent premium 
just to have an American coin. These people will definitely start 
buying the American eagle, 

Mr. Paul. That is all I have at the moment. 

Mr. Annunzio. Mr. Wilde, the American gold eagle coin, will it 
appeal to coin collectors, since it is not a l^al tender piece? 

Mr. Wilde. Yes, sir, I think it will, especially if we use the St. 
Gaudens design from the 1908 double eagle. I think St. Gaudens, 
who was one of the foremost modern designers in the United 
States, will be very acceptable to the numismatic public. The nu- 
mismatic public already collects his pieces in double eagles and 
eagles. Therefore, I think it would be acceptable. 

Chairman Annunzio. Would exempting these coins from income 
tax be likely to divert investors from numismatic items which are 
the subject of capital gains taxes? 

Mr. Wilde. I think the individual who would normally say he is 
buying it because of a tax advantage, he is not talking about a nu- 
mismatic item that he wants for his collection. I think you will 
have more people who will come in and buy it if you are tax 
exempt. I think we would have people who would become numis- 
matic collectors who are not now because of the tax advemUige. 
They would buy this and find the tax advantage and learn to 
become numismatists. 

Chairman Annunzio. Mr. Vigdor, why should the U.S. Govern- 
ment mint gold coins instead of just allowing people to purchase 
bullion at market prices? Would that not be a lot less trouble? 

Mr. Vigdor. First of all, Mr. Chairman, I feel that the United 
States has such a fantastic numismatic tradition going back to the 
1850's. The Panama Canal was built, and we issued a gold coin for 
the Panama Canal, and the laborers were piiid with $5 gold pieces. 
This was the real money of the time. Why should we make bars 
when we can make a coin? People are looking to buy a piece made 
by the U.S. Government and represented by ftie Seal of the United 
States, emd you put either the St. Gaudens design or etnother 
design. It would be far more feasible to sell that than bars. There is 
no question in my mind. And do not call it a medal. Please do not 
call it a medal, because then we may as well not even start this. 

Chfiirman Annunzio. You stated in your statement that the 
most powerful country in the world should not depend upon foreign 
gold coinage, Could you tell me, how does the United States depend 
upon foreign gold coinage? 

Mr. Vigdor, Mr, Chairman, this is what we are selling. We are 
selling X amount of krugerrands. Our firm has sold about one-tenth 
of the annual production of krugerrands. By looking at statistics, 
we sold like 500,000 pieces of gold, not all one ounce. We have 1- 
ouDce pieces, half-ounce pieces, and some gold bars, and out of the 
sales, only 6 percent go to U.S, coins. If we had any U.S. coins, I 
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would say if we had a U.S. gold coin or coins, we would go 80-per- 
cent U.S. coins, 20-percent foreign product. 

Chairman Annunzio. These coins seem to belong in a category 
all their own. Can they be used for private debts and not for public 
debts? They are not medallions or commemorative coins. If there is 
a market for this coin, given its unusual status, is it the market 
that gives this coin? 

Mr. ViGDOR. Actually, when you are talking in terms of bullion 
coins and you issue these, let us take, for example, 1-ounce pieces, 
and you have issued 4 or 5 million pieces per annum. That item 
will trade on a daily basis. It will be posted just like a stock or a 
bond, and it will trade right along in parallel with the gold market, 
either in New York or London or Zurich, wherever the markets 
are, or Hong Kong. 

I feel most of uiese coins will go overseas, because they will be 
very well accepted if it is a coin endorsed by the U.S. Government 
and called a coin. It does not have to have a denomination, but it 
has to be called a coin. That is the magic word. 

Chairman Annunzio. You said in your statement that the enact- 
ment of the American Eagle Gold Coin Act of 1982 might give the 
United States an opportunity to make our U.S. gold coin the new 
standard in the world. How would that be advantageous to the 
United States, would you expltiin? 

Mr. ViGDOR. In the past, Mr. Chairman, propaganda was usually 
done by coining. Go back to the Roman empires or the Greek em- 
pires. Anytime you had a new Governor or a new leader coming 
mto power, his emblem would be emprinted in coins and coins 
would then be distributed throughout the country. We are distrib- 
uting our coin, our coat of arms, and telling the rest of the world 
this is what the United States is all about, and we are preaching 
our freedom of action. In many countries, they cannot. You go to 
the Soviet Union. A Soviet citizen cannot buy a gold coin. And in 
most of the satellite countries the same situation exists. 

Chairman Annunzio. Dr. Salerno, would gold coins have an 
effect on our unemployment or our interest rates? 

Dr. SAtERNO. No, I do not think so. What I think they would do 
is, in the case of inflation accelerating, as I think it will be in the 
next few years, people can resort to the use of gold coins to protect 
themselves from the erosion of the purchasing power of the paper 
dollar. 

As far as a direct influence on interest rates and employment, I 
do not think you would see that in the short term. 

Chairman Annunzio. In your opinion, would the tax exemption 
in this bill have an effect on investment decisions? Would that be 
good or bad from the standpoint of the Nation's economic well- 
being? 

Dr. Salerno. You are asking me here to make a value judgment. 
To begin with, it certainly would have an effect. Without tftxes, 
demand would be greater than in the case of taxing it. In fact, I am 
worried that should it be taxed if inflation got bad and people 
began to resort to gold as money, thus showing up the U.S. dollar 
during inflation, the Government would use a tax, possibly increas- 
ing it, to drive the gold out of circulation once again or to make it 
less profitable as a form of money. 
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So, as a whole, I think, from the point of view of the individual 
citizens, I think not having a tax on it is beneficial. 

ChaimiEin Annunzio. Mrs. Busiek, I Hstened to your testimony. I 
have read your testimony and looked at your design, and I think 
you have imswered my questions about offering this design as a 
gift, but what inspired you to develop this design? 

Mrs. Busiek. Well, basically, my inspiration came from the fact 
that I love my country, that I am a wife and a mother, and those 
are the priorities in my life, but to be more specific, I w£is inspired 
to submit this design by a small article I happened to read in the 
Wall Street Journal announcing the formation of the Gold Commis- 
sion, and as an artist and a creative person, it seemed to me this 
would raise the opportunity as a means of doing the very thing I 
stated here, as a way of stating to the world what America stands 
for, and I cannot think of a finer and more digniHed place to do 
that than on the face of a solid gold coin. 

Chmrman Annunzio. Well, I commend you once again. Your last 
statement is em inspiration to all of us. Thank you very much. 

Mr. Paul? 

Mr. Paul. I want to £isk Mr. Vieira a question regarding some 
early American coins. Were there any early American Government 
coins that did not have a dollar denomination on them, or did they 
always have dollar denominations? Maybe Mr. Wilde can help us 
on tluB, too. 

Mr. Vieira. Actually, from the legal perspective, up until, I be- 
lieve, 1849, the only dollar in circulation was the silver dollar, and 
the various gold coinage or the subsidiary coinage, the copper coin- 
age, was valued by the statutes in terms of dollars, but never called 
dollars. 

1849 was the first issuance of a gold coin called a dollar or the 
amount of gold equivalent to a silver dollar. Between 1831 and 
1834, the House Committee on Banking and Coinage seriously con- 
sidered doing something very similar to what is being done now, 
which is to issue gold coins that did not have any type of dollar 
valuation by statute, to leave to the market the determination of 
value. 

I believe it was more traditionalism them anything else that 
caused them to return to the earlier system of valuing the gold 
coins by statute, and of course what followed thereafter were all of 
the difficulties of the bimetallic system under an open evaluation 
of the various competing coins, so what is being done here seems to 
be about 150 years late, but certainly correct. 

Mr. Paul. Mr. Wilde? 

Mr. Wilde. No, sir, Doctor, you could not see an actual valuation 
on the first gold struck. 

Mr. Paul. No dollar denomination? 

Mr. WiLDB. That is correct. You could not find it on the early 
pieces. If you look at a picture, sometimes when I look at a picture 
of an early gold coin I have to stop eind think, now, what is this, is 
this a $5, is this a $10. I am not sure what it is until I can go bade 
and refer to my own records. 

Mr. Paul. And they served as legal tender mainly because a 
clause in the Constitution said gold and silver were legal tender? 
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Mr. Wilde. And the piece by its size would give its denomination. 
The si2e of the coin gave its denomination. I^at is why I say with 
a picture it is sometimes difficult to tell. From the size of the coin I 
can tell what the denomination is, even though the denomination 
is not stated. 

Mr. Paul. Thank you. I have a question for Dr. Salerno. The pos- 
sibility comes up in the discussion of gold circulating freely, fluctu- 
ating with paper. If this happened and some individuals decided to 
deal in gold rather than paper, and borrowing occurred, and loan- 
ing occurred, could you give us some ball park figure, an estimate 
of what interest rates might be if we were dealii^ in gold verBUS 
what might happen, say, 2 years from now if we have a lot of infla- 
tion, paper inflation? What would be the comparison? 

Dr. Salerno. A ball park figure could be, if the value of gold is 
fairly stable, if there were no new gold finds to increase supply, I 
would say the real interest rate woidd be between 3 and 5 percent 
on loans in gold. 

Mr. Paul. People would be willing to loan their gold and get a 3- 
percent rate of return? 

Dr. Salerno. There would not be an inflationary premium on it. 

Mrj Paui~ What happens if we had some of the inflation you are 
anticipating? What do you anticipate interest rates may go to in 
the next several years? 

Dr. Salerno. I think we may see a ratcheting up of interest 
rates. We may see them pushed down further now, but as inflation 
heats up again, that will be reflected in higher interest rates, 
maybe 15 to 16 percent again, emd then it will be pushed down 
once again, and I see, if the scenario plays itself out, if the Fed 
yields to the pressure on it, which I think it is doing right now, to 
push down interest rates, I can see interest rates going above 20 
percent easily in the next 2 or 3 years. 

Mr. Paul. That is all I have. Thank you again. 

Chairman Annunzio. Thank you, Mr. Paul. 

I again want to repeat that these hearings have been enlighten- 
ing to me, Emd I appreciate all of the testimony, the answers to the 
questions, your t^timony on H.R. 6054, the legislation that was 
sponsored by Mr. Paul, and I will decl£u*e this hearing adjourned, 
and I thank you all very much for your cooperation. 

[Whereupon, at 12:15 p.m., the sub(x>mmittee was adjourned, to 
reconvene upon the call of the Chair.] 
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